Jniv.of 

rORONTO 
-IBRARV 


-T 


UNIVERSITY  OF  ILLINOIS  STUDIES 


IN  THE 


SOCIAL  SCIENCES 


PUBLISHED  QUARTERLY 


BY 


THE  UNIVERSITY  OF  ILLINOIS 


VOLUME  II 


URBANA,  ILLINOIS 
I9I3 


Ill 


TABLE  OF  CONTEXTS 

Nos.  Pages 

I.     Taxation  of  Corporations  in  Illinois  other  than  Railroads,  since 

1872.     By  Joel  R.  Moore,  A.M i-lio 

2-3.     The   West    in    the    Diplomacy    of   the    American    Revolution. 

By  Paul  C.  Phillips,  Ph.D n  1-358 

4.     Development  of  Banking  in  Illinois,  1817-1863.     By  George  W. 

Dowrie,   Ph.D 359-540 


UNIVERSITY  OF  ILLINOIS  STUDIES 

IN  THE 

SOCIAL  SCIENCES 

vol..    n.       NO.       I  MARCH.    1913 


Taxation  of  Corporations  in  Illinois 

OTHER  THAN  RAILROADS,  SINCE  1872 


BY 


JOEL  ROSCOE  MOORE,  A.M. 


PRICE    55   CENTS 


URBAXA-CHAMPAIGX,    ILLINOIS 

PUBLISHED  BY  THE  UNIVERSITY 
1913 

I 


Copyright,  1913 
By  the  University  of  Illinois 


PREFACE 

This  is  a  study  of  tlie  taxation  of  corporations  in  Illi- 
nois, other  than  railroads,  since  1872.  It  considers  chietiy 
those  features  of  the  state  and  local  taxing  methods  that 
have  been  designed  especially  for  taxing  the  intangible 
property  of  corporations. 

Detailed  exposition  of  the  taxing  of  corporations 
under  the  provisions  of  the  general  property  tax,  is  not 
attempted;  the  general  property  tax  is  a  large  study  in 
itself.  The  same  policy  has  been  followed  in  regard  to  spe- 
cial taxes  on  corporations.  Railroad  taxes  are  excluded 
also  because  they  require  a  lengthy  separate  study;  and 
any  general  statement  in  these  pages,  may  or  may  not 
apply  to  railroad  corporations.  Eighteen  hundred  seventy- 
two  is  the  date  selected  for  the  beginning  of  this  study  be- 
cause under  the  new  constitution  adopted  in  1870,  the 
general  assembly  in  that  year  enacted  the  general  revenue 
law  which  in  its  main  features  has  remained  unchanged 
to  the  present. 

This  study  was  made  in  1909 ;  but  has  been  edited  and 
revised  to  include  changes  in  the  revenue  law  and  data 
since  that  time. 
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CHAPTER  I. 

Introduction  and  Brief  Analysis  of  Corporation  Taxes 

IN  Illinois. 

Business  organization  in  Illinois,  as  in  other  states, 
has  long  been  predominantly  that  of  the  corporation. 
Every  year  of  the  last  forty  years,  the  period  under  exami- 
nation, has  seen  a  larger  number  of  business  enterprises 
adopting  the  methods  of  investment,  management  and  lia- 
bility peculiar  to  the  corporation.  Greater  and  greater 
amounts  of  property  have  been  taking  a  more  or  less  in- 
tangible form.  Some  of  these  forms  are  stocks,  bonds, 
leases,  franchises  and  good  will. 

This  intangible  form  of  property  defies  the  most  assid- 
uous efforts  of  the  local  assessor  to  value  it  properly^  under 
the  head  of  real  estate  and  personalty.  This  is  not  neces- 
sarily because  of  obstructions  placed  in  his  way  by  the 
corporation,  as  a  person  seeking  to  evade  proper  assess- 
ment, though  too  often  such  may  be  the  case;  but  it  is 
largely  due  to  an  inherent  defect  in  the  system  of  taxing 
on  a  general  property  valuation,  namely,  that  the  system 
was  not  devised  so  as  to  reach  intangible  values,  (or  "in- 
visible value",  as  denominated  by  a  certain  prominent 
Chicago  corporation.^ )  Our  Xew  England  forefathers 
adopted  the  general  property  tax  at  a  time  when  the  mod- 
ern business  corporation  was  practically  non-existent, 
when  a  person's  ability  to  pay  taxes  could  be  quite  accur- 
ately determined  by  the  amount  of  his  real  estate  and  per- 
sonal property.  Both  were  intimately  associated  witli  his 
person  and  were  in  a  form  that  could  be  seen  and  valued  by 
the  assessor.    But  the  corporate  person  of  to-day  as  a  busi- 

lArgued  by  corporation  that  it  is  practically  impossible  to  value  fran- 
chise.   Porter  et  al  vs.  R.  R.  I.  &  St.  L.  R.  R.  Co.,  76  111.  561  (1875)- 

^Chicago  Chamber  of  Commerce,  letter  to  State  Board  of  Equalization, 
seeking  to  justify  its  refusal  to  return  statement  of  capital  stock  value. 
Proceedings  State  Board  of  Equalization,  1873,  p.  17. 
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ness  unit  often  controls  real  estate  whose  value  to  the 
corporation  is,  for  the  assessor,  very  difficult  to  determine.^ 
Secondly,  as  a  business  unit,  the  corporation  very  often 
controls  personal  property  in  the  shape  of  stocks,  bonds, 
franchises  and  good  will,^  the  values  of  which  to  the  cor- 
poration it  is  practically  impossible  for  the  assessor  to 
determine. 

This  defect  in  the  general  property  method  whereby 
corporations  escape  proper  assessment  has  long  been  recog- 
nized in  American  states,  especially  the  older  ones. 
Several  of  the  Commonwealths  have  gone  so  far  toward 
correcting  it  as  to  put  corporation  taxes  into  a  separate 
system.^  In  Illinois  the  defect  became  a  matter  of  admin- 
istrative and  constitutional  concern  a  few  years  prior  to 
and  at  the  time  of  the  framing  of  the  constitution  of  ISTO. 
Evidence  on  this  point  may  be  found  in  the  records  of  the 
State  Board  of  Equalization  in  1867,*'  and  in  the  records 
of  the  debates  in  tlie  Constitutional  Convention  of  1869.' 
But  while,  perhaps,under  the  present  constitution,  of  1870, 
a  separate  system  miglit  have  been  devised  for  taxing  cor- 
porations in  Illinois,^  none  has,  as  yet,  been  devised  by  the 
legislature. 

However,  something  has  been  done  toward  remedying 
the  defect,  above  discussed,  in  the  assessment  of  intangible 
property  of  corporations.  In  1872  the  legislature  enacted 
a  new  revenue  law,  which  modified  the  system  of  assess- 
ment in  regard  to  tlie  i)roperty  of  corporations  organized 
under  the  laws  of  Illinois. 

In  taking  up  the  analysis  of  corporation  taxes  under 

^E.g.  road-bed.  mines,  timber  lands  and  wbarf,  dock  and  elevator  sites. 

^Monopoly  of  organization  and  services  might  be  added. 

'^E.g.,  New  York,  Massachusetts,  New  Jersej',  Pennsylvania. 

^^Proceedings  State  Board  of  EquaHzation,  1867,  pp.  37-38.  58-59. 

"Debates  and  Proceedings  of  Constitutional  Convention,  pp.  211,  263. 

^The  proposal  of  the  Revenue  Commission  of  1885-6  assumes  as  much. 
Alsd,  so  argued  by  Gov.  Oglesby.  Rep.  to  Assembly,  1887,  vol.  I,  p.  13A. 
See  also  opinion  Sup.  Ct.,  Raymond  vs.  Hartford  Fire  Ins.  Co.,  196  111. 
329  (1902)  obiter. 


7]  INTRODUCTION  7 

the  system  established  since  1872,  it  will  be  well  first  to 
define  them.  In  the  words  of  Professor  Seligman,  'Taxa- 
tion of  the  corporation  does  not  mean  taxation  of  the  secur- 
ity holder  who  has  purchased  the  stock  or  bond  from  the 
original  owner.  "^  It  has  been  argued  that  the  taxation  of 
the  shares  of  stock  in  the  hands  of  stockholders  is  also  a 
tax  upon  the  corporation,  and  that  the  shareholders,  not 
the  corporation,  own  the  properties  of  the  corporation; 
but  in  denial  of  this,  it  has  been  held  by  the  Courts  of  Illi- 
nois, of  the  United  States  and  of  England,  that  the  proper- 
ty of  the  shareholders  in  a  corporation  is  quite  distinct 
from  that  of  the  corporation.^*^  Evidently  then  Professor 
Seligman's  definition  of  what  is  not  a  corporation  tax,  has 
found  standing  in  jurisprudence.  In  a  positive  way,  cor- 
poration taxes  may  be  defined  as  those  taxes  which  the 
corporation  as  a  person,  through  its  officers,  must  pay  to 
the  governments,  local,  state  and  national.  This  definition 
may  be  further  extended  in  the  words  of  the  Supreme  Court 
in  1876 : 

It  has  been  held  that  a  corporation  is  possessed  of  three  kinds  of 
property  subject  to  taxation:  i.  capital  stock;  2.  corporate  property; 
3.  franchise.il 

The  Justice  in  reinforcing  the  Court's  opinion  cites  a 
similar  opinion  of  the  United  States  Supreme  Court.^-  In 
the  same  year,  1876,  the  United  States  Supreme  Court,  in 
a  corporation  tax  case,  arising  under  the  present  Illinois 
law,  the  law  of  1872,  spoke  as  follows : 

That  the  franchise,  capital  stock,  business,  and  profits  of  all  corpora- 
tions are  liable  to  taxation  in  the  place  where  they  do  business,  and  by 
the  State  which  creates  them,  admits  of  no  dispute  at  this  day." 

^Pending  Problems  in  Public  Finance.     Pamphlet,  1904. 

"Porter  vs.  R.  R.  I.  &  St.  L.  R.  R.  Co.,  76  111.  561  (1875),  citing  opinion 
of  U.  S.  Sup.  Ct.  1865,  "The  tax  on  shares  is  not  a  tax  on  the  banks", 
Van  Allen  vs.  The  Assessors,  3  Wallace  583  (1865),  citing  opinion  of  Lord 
Denman  in  case  of  Queen  vs.  Arnand  (9  Adolphus  &  Ellis,  N.  S.  806). 

"Ottawa  Glass  Co.  vs.  McCaleb,  81  111.  556  (1876). 

i2Gordon  vs.  The  Appeal  Tax  Court,  3  Howard  133  (1844)- 

13(111.)  State  Railroad  Tax  Cases,  2  Otto  603  (1876),  citing  Society 
for  Savings  vs.  Coite,  6  Wall  607  (1867). 
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In  the  words  of  the  Supreme  Court  of  Illinois,  capital 
stock  is  construed  to  mean  "all  the  property  and  rights  of 
the  corporation,  of  any  kind  or  nature,  ^yherever  located."^^ 
This,  as  will  be  seen  later,  is  a  construction  of  a  phrase, 
"capital  stock  including  the  franchise,"  occurring  in  the 
revenue  law.  For  a  definition  of  taxation  on  "franchise," 
as  enumerated  thirdly  in  the  opinion  above,  Professor  Sel- 
igman  again  is  of  assistance.  In  his  article  in  the  Revieio 
of  Reviews  for  June,  1004,  on  "The  Special  Franchise  Tax 
in  New  York,"  he  defines  a  francliise  tax  on  a  corporation 
to  be  a  tax:  1.  on  the  right  to  be  or  become;  2.  on  the 
right  to  do  or  act;  3.  on  the  right  to  make  use  of 
local  privileges.  An  example  of  the  first  is  a  fee  for  incor- 
poration; of  the  second,  a  license  tax  on  business  done;  of 
the  third,  license  tax  for  use  of  streets  for  tracks  or  gas 
mains.  ^-^ 

By  way  of  summary,  corporation  taxes  in  Illinois  may 
now  be  re-defined  to  be  those  taxes  which  the  corporation, 
as  a  person,  through  its  officers,  pays  on  its  realty  and  per- 
sonalty, its  capital  stock,  and  its  franchise  values.  Or, 
viewed  from  another  angle,  the  taxation  of  corporations  in 
Illinois  means  the  attempt  of  the  State  to  tax  each^*'  corpor- 
ation upon  its  actual  value^"  as  a  going  concern,^^  This, 
as  already  stated,  is  not  accomplished,  however,  by  a  sep- 
arate system  of  corporation  taxes.  The  following  brief 
analysis  explains  how  it  is  attempted. 

Since  1872  corporations  have  been  taxed  under  two 
main  heads:  1.  Under  the  modified  general  property  tax 
system ;  2.  under  the  police  power  of  the  State.  The  con- 
stitutional basis  for  the  system  lies  in  sections  one  and  two 

^*0.  &  M.  R.  R.  Co.  vs.  Weber,  96  111.  445  (1880). 

^•'Review  of  Reviews,  XXIX,  716-718. 

^"Certain  classes  of  corporations  are  excepted;  see  chap.  IV. 

^"One-third,  rather,  as  in  case  of  all  other  persons,  since  1909.  Prior 
to  that  on  same  scale  as  other  property,  ranging  from  Go'/c  in  'j^  to  59% 
in  the  '8o's  to  25  and  20%   in  the  '90's. 

'^Seager,  "Introduction  to  Economics"  p.  555  ff.,  "corporation  taxes." 
Also  Pacific  Hotel  Co.  vs.  Lieb.  83  111.  602  (1867). 
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of   Ai'ticle    IX,    the    article    on    Revenue.     Tliev   are    as 
follows  i^^ 

Sec.  I.  The  general  assembly  shall  provide  such  revenue  as  may  be 
needful  by  levying  a  tax,  by  valuation,  so  that  every  person  and  corporation 
shall  pay  a  tax  in  proportion  to  the  value  of  his,  her  or  its  property — such 
value  to  be  ascertained  by  some  person  or  persons,  to  be  elected  or  ap- 
pointed in  such  manner  as  the  general  assembly  shall  direct,  and  not  other- 
wise; but  the  general  assembly  shall  have  power  to  tax  peddlers, 
auctioneers,  brokers,  hawkers,  merchants,  commission  merchants,  showmen, 
jugglers,  innkeepers,  grocery  keepers,  liquor  dealers,  toll  bridges,  ferries, 
insurance,  telegraph  and  express  interests  or  business,  venders  of  patents, 
and  persons  or  corporations  ozvning  or  using  franchises  and  privileges, 
in  such  manner  as  it  shall  from  time  to  time  direct  by  general  law,  uniform 
as  to  the  class  upon  which  it  operates. 

Sec.  2.  The  specification  of  the  objects  and  subjects  of  taxation  shall 
not  deprive  the  general  assembly  of  the  power  to  require  other  subjects 
or  objects  to  be  taxed  in  such  manner  as  may  be  consistent  with  the 
principles  of  taxation  fixed  in  this  constitution. 

Sections  nine  and  ten  of  the  Revenue  article  contain 
limitations  upon  that  power.    Thev  are  as  follows : 

Section  9.  The  general  assembly  may  vest  the  corporate  authorities  of 
cities,  towns  and  villages  with  power  to  make  local  improvements  by 
special  assessment,  or  by  special  taxation  of  contiguous  property,  or  other- 
wise. For  all  other  corporate  purposes,  all  municipal  corporations  may  be 
vested  with  authority  to  assess  and  collect  taxes;  but  such  taxes  shall  be 
uniform  in  respect  to  persons  and  property,  within  the  jurisdiction  of  the 
body  imposing  the  same. 

Sec.  10.  The  general  assembly  shall  not  impose  taxes  upon  municipal 
corporations,  or  the  inhabitants  or  property  thereof,  for  corporate  pur- 
poses, but  shall  require  that  all  the  taxable  property  within  the  limits  of 
municipal  corporations  shall  be  taxed  for  the  payment  of  debts  contracted 
under  authority  of  law,  such  taxes  to  be  uniform  in  respect  to  persons 
and  property,  within  the  jurisdiction  of  the  body  imposing  the  same. 
Private  property  shall  not  be  liable  to  be  taken  or  sold  for  the  payment  of 
the  corporate  debts  of  a  municipal  corporation. 

Obviously  section  one  of  the  revenue  article  of  the 
constitution,  as  seen  above,  in  italics,  affords  basis  for 
acts  of  the  legislature  providing  for  the  taxation  of  corpo- 
rations under  the  two  main  heads  outlined  above  at  the 
beginning,  namely,  the  general  property  tax,  and  police 
power,  or  regulative  tax.    Further,  section  one,  clause  two, 

^^Constitution  of  Illinois,  1870.    Article  IX.    Italics  not  in  original. 
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and  section  two,  afford  basis  for  the  power  of  tlie  legisla- 
ture to  modify  the  general  property  tax  method  so  as  to 
subject  corporations,  or  rather  certain  classes  of  corpora- 
tions, to  a  special  scheme  of  assessment. 

It  is  also  obvious  that  the  only  limitations  "fixed  in 
this  constitution"  in  regard  to  the  power  of  the  general 
assembly  to  devise  improved  methods  of  taxing  corpora- 
tions, consist — as  suggested  by  the  italicizing  above — in 
the  two  fundamental  principles  of  '"uniformity  and  equality 
in  the  distribution  of  the  burdens  of  taxation,"-^*  and  also 
in  the  mandates  of  sections  one  and  ten,  that  all  taxing 
must  be  "by  general  law",  and  that  the  legislature  must 
require  cities  to  levy  a  general  property  tax  upon  corpo- 
rations as  on  other  persons. 

The  general  assembly — the  courts  sustaining  by  legal 
decisions-^ — has  interpreted  its  power  to  be  plenary  enough 
"to  tax  occupations,  franchises,  privileges,  and  business 
and  property  interests  of  different  kinds  in  a  different 
manner  from  the  manner  prescribed  for  the  taxation  of 
property  generally.''--  And  in  1872,  the  first  general  as- 
sembly, under  the  present  constitution,  framed  a  new  reve- 
nue law  which  provided  that  under  the  modified  general 
property  tax  S3'stem,  corporations,  other  than  railroads,-^ 
are  taxed  in  two  ways :  1.  in  general,  on  real  estate  and  per- 
sonal property,  assessment  being  made  by  local  assessors; 
2.  on  "corporate  excess",  assessment  being  made  by  the 
State  Board  of  Equalization.  The  first  aims  to  assess  the 
tangible  property,  tlie  second  to  assess  the  intangible, 
"invisible",  property  of  the  corporation.    The  assessment  of 


^"Justice  Carter,  Raymond  vs.  Hartford  Fire  Ins.  Co.,  196  111.  :?,2,7 
(1902). 

-^Treated  in  Chapter  III. 

"Justice  Carter's  words;  Raymond  vs.  Hartford  Fire  Ins.  Co.,  196 
111.  2>Z7  (1902)  ;  Porter  vs.  R.  R.  I.  &  St.  L.  R.  R.  Co.,  76  III.  561  (1875). 

-■^While  this  study  excludes  railroad  corporations,  it  may  be  stated 
here  that  most  of  their  tangible  property  as  well  as  their  "corporate 
excess"  is  assessed  by  the  Board  of  Equalization.  But  the  scheme  of  dis- 
tribution of  assessment  is  different. 


11]  INTRODUCTION  11 

the  "excess"  is  returned  ultimately  to  the  local  tax  collec- 
tor-^ and  combined  with  the  local  assessment  on  tangible 
property,  the  sum  of  the  two  being  taken  as  the  asssessed 
valuation  upon  which  the  corporation  pays  the  general 
property  tax,  local  and  state. 

A  brief  statement  will  suffice  in  regard  to  tlie  local 
assessment  of  real  estate  and  personal  property.  It  is  the 
same  for  corporations  as  for  natural  persons.  The  local 
assessor  views  and  assesses  the  realty.-'  An  officer  of  the 
corporation  must  list  the  i)ersi>nal  pn^perty  in  May  or  June 
with  the  local  assessor  who  may,  if  he  thinks  the  list  not 
"full,  fair  and  complete"",  examine  the  corporation  under 
oath  as  to  the  amount  of  the  personal  property.-'^  (Law  of 
1898  provides  tliat  oath  must  be  taken  in  every  case.)  If 
the  corporation  refuses  to  list  or  submits  a  fraudulent  list, 
it  is  subject  to  a  tine  of  fi-om  §10  to  82000,  and  to  punish- 
ment for  perjury.-'  When  the  cori»oration  refuses  to  sub- 
mit a  list  of  its  personal  lu-operty,  it  is  the  duty  of  the 
as.sessor  to  return  one  "according  to  liis  best  judgment  and 
information."--  From  these  lists  the  assessor  determines 
the  valuation  on  personalty.  This  valuation  combined 
with  the  valuation  on  real  property  gives  the  tangible 
property  valuation  of  the  corporation. 

The  assessment  of  the  intangible  property  of  corpora- 
tions, by  the  State  Board  of  Equalization,  under  what  is 
known  as  the  "corporate  excess"  method,  may  also  be  dis- 
cussed briefly  here  because  its  administration  by  the  Board 
from  1872  to  the  present,  will,  in  another  chapter,  be  treat- 
ed at  length.  The  Board  receives  returns  from  each  cor- 
poration^^  giving  statements:  1.  of  its  capital  stock  and 
its  market  or  actual  value  on  April  1 ;  2.  of  its  funded  debt ; 

=<Except  in  cases  of  telegraph  companies,  whose  tax  on  "excess"  is 
collected  by  county  collector.    Revenue  law,  Hurd,  1872.  sec.  54- 
25Revenue  law,  Hurd,  sections  4,  76. 
26Revenue  law,  Hurd,  sections  4,  6,  24.  26. 
-"^Idem,  sections  56,  57. 
^^Idem,  sections  26,  83. 
29Certain  classes  excepted :  treated  in  Chapter  I\ . 
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3.  of  its  assessed  valuation  on  tangible  property .^'^  The 
Board  also  may  have  or  may  obtain  information  from  other 
sources^ ^  in  regard  to  the  value  of  the  capital  stock  includ- 
ing the  franchise,  and  of  the  funded  debt.  It  determines 
the  value  of  these  and  takes  one-third  of  the  amount  (be- 
fore 1909  one-fifth) ^2  to  be  the  assessed  value  of  the  cor- 
poration's total  property  both  tangible  and  intangible. 
Meanwhile  the  Board  in  its  other  duty  of  equalizing  real 
and  personal  property  assessments  among  counties  may 
have  found  that  the  realty  and  personal  property  of  the 
county  where  the  corporation  is  located,  is  assessed  above 
or  below  the  average  of  state  valuation,  in  which  case  the 
Board  equalizes  such  county  valuation  by  directing  all 
property  to  be  raised  or  lowered  some  certain  percentage. 
Now,  the  Board,  itself,  uses  this  determined  percentage  to 
compute  the  equalized  value  of  the  realty  and  personal  pro- 
perty of  the  corporation  assessed  b}^  the  local  asessor  and 
reported  by  the  corporation  to  the  Board.^^  The  Board 
then  deducts  the  amount  of  this  equalized  value  of  tangible 
property  assessed  locally,  from  the  amount  which,  as 
already  explained,  it  has  determined  to  be  the  total  value 
of  the  corporation's  taxable  property,  both  tangible  and 
intangible.^^  The  remainder,  if  any,  is  taken  to  be  the 
assessment  of  the  intangible  value,  the  "corporate  excess" 
which  the  Board  is  required  to  certify  through  the  Auditor 
to  the  county  clerk,  to  be  entered  on  the  tax  rolP^  against 
the  name  of  the  corporation.  Thus  the  intangible  and 
tangible  property  of  the  corporation  are  reached,  the  one 
mainly  through  the  Board  of  Equalization,  the  other 
through  the  local  assessor.^^ 

soRevenue  law,  Hurd,  section  32. 

siQuincy  Bridge  Co.  vs.  Adams  County,  88  111.  615  (1878). 

32Laws  of  111.,  1898,  amending  revenue  law,  p.  43. 

^^Proceedings  State  Board  of  Equalisation,  1873,  P-  16  (Rules)  ;  also 
State  Board  of  Equalization  vs.  People,  191  111.  528  (1901). 

^^Idem. 

^-''Revenue  law,  Hurd,  section  108. 

s^But  the  law  exempts  the  shares  of  stock  in  the  hands  of  stockholders 
from  local  assessment,  if  Board  assesses  capital  stock. 
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Besides  taxing  corporations  under  the  modified  gen- 
eral property  tax  system,  Illinois  also  taxes  them  under  the 
police,  or  regulative  power.  Domestic  corporations  are 
required  to  pay  fees  for  incorporation,  for  increase  of 
capital  stock,  and  for  filing  periodical  reports.^"  This  is 
a  gTowing  source  of  State  revenue,  and  is  a  subject  itself 
large  enough  for  separate  study  ;"^  hence  it  is  passed  over 
briefly  in  this  study.  Foreign  corporations  are  required  to 
pay  fees  for  filing  reports,  for  licenses  to  their  agents,  and 
"reciprocal"  taxes,  fines,  fees  and  so  forth.  Finally,  all  cor- 
porations are  subject  to  municipal  license  and  franchise 
taxes. 

The  foregoing  analysis  from  the  viewpoint  of  govern- 
mental purpose  and  method,  ma}-  now  be  supplemented  by 
one  from  another  viewpoint,  namely,  the  consideration  of 
the  character  of  the  corporation.  For  this  purpose,  all 
corporations  existing  in  Illinois  may  be  classified  as  fol- 
lows: 

A.  Public  Corporations. 

I.  County  and  township. 

II.  City  and  village. 

III.  Public  institutions  and  bodies. 

a.  Educational. 

b.  Eleemosynar}-. 

c.  /Administrative  boards. 

B.  Private  Corporations. 

I.  Not  for  pecuniary  profit. 

a.  Religious,   educational,   library,  charitable,   cemetery,  agri- 
cultural, horticultural,  mechanical,  philosophical. 

b.  All  others. 

II.  For  pecuniary  profit. 

a.  Business,  or  commercial. 

1.  National  Banks. 

2.  Banks  under  general  banking  law. 

3.  Building  and  loan  associations. 

4.  Corporations  organized  for  purely  manufacturing  and 
mercantile  purposes,  for  printing,  publishing,  mining 
and  sale  of  coal,  stock-breeding. 

^"To  be  dealt  with  later. 

"SSee   "Special   Taxes"'.    Master's   thesis,  University  of   Illinois,    1909, 
bv  T.  E.  Latimer. 
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5.  Private  banks  organized  under  special  laws,  loan 
companies,  domestic  insurance  companies,  bridge  com- 
panies, dredging  companies,  hotel  companies,  storage 
companies,  laundry  companies,  amusement  companies, 
hardware  companies,  dry  goods  companies,  provision 
companies,  restaurant  companies,  dairy  companies,  and 
many  others.  (Names  of  over  2500  private  business 
corporations  to  be  seen  in  tables  of  the  Proceedings 
of  Board  of   Equalization,   1907). 

6.  Foreign  private  business  corporations  for  profit,  in- 
surance companies  noted  especially. 

b.  Public  Service  Corporations. 

1.  Telegraph,  telephone. 

2.  Express,    freight,    elevator.'"^ 

3.  Street  railroad,  ferry,  road,  tunnel. 

4.  Gas,  coke,  electric,  water. 

5.  Crematory,  garbage. 

In  regard  to  class  A  little  is  to  be  said  except  that  the 
constitution  permits  and  the  revenue  law  provides  that  the 
property  of  all  such  corporations  shall  be  exempt  from 
taxation.^*^  In  fact  the  constitution  prohibits  the  general 
assembly  from  taxing  municipalities.^^ 

Those  corporations  in  class  B,  I,  a.  must  pay  an  in- 
corporation fee  of  |10 ;  but  if  they  use  their  property  purely 
for  social  purposes,  as  indicated  in  their  charters  or  consti- 
tutions, and  not  for  pecuniary  profit,  the  constitution  per- 
mits^^  and  the  revenue  law  provides^ ^  that  they  shall  be 
exempt  from  taxation  on  the  property.  However,  the  law 
is  construed  very  strictly;  and  if  a  society,  association  or 
organization  own  buildings  or  other  property  which  is  used 
for  some  foreign  purpose,  wholly  or  in  part,  and  thereby 
returns  the  society  a  pecuniary  x)rofit,  it  must  pay  taxes  on 
such  property  the  same  as  though  it  had  organized  as  a 
business  corporation  for  pecuniary  profit.     More  will  be 

^^Those  that  own  public  warehouses. 

4°But  city  property  owned  and  used  in  a  foreign  taxing  district  for 
profit  to  the  city  is  taxable  by  that  foreign  district. 
■^^Constitution  of  1870,  article  IX,  section  10. 
*-Art.  IX,  sec.  3. 
•*3Revenue  law,  Hurd,  sec.  2. 
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said  about  this  in  a  chapter  devoted  to  corporations  ex- 
empt from  "corporate  excess"  methods. 

The  corporations  in  class  B,  I,  b.  pay  the  |10  incorpo- 
ration fee,  the  annual  fee  for  filing  reports,  and  taxes  upon 
their  real  estate  and  personalty.  This  class  includes  clubs 
and  other  social  organizations,  which  have  become  incor- 
porated. An  incorporated  labor  organization  also  comes  in 
this  class,  and  its  strike  fund  is  taxable. 

Corporations  of  classes  B,  II,  a.,  1,  2,  3,  4,  with  excep- 
tion of  national  banks,  pay  incorporation  fees  which  vary 
with  the  amount  of  the  capital  stock,  and  fees  for  increase 
of  capital  stock ;  also  fees  for  filing  annual  report ;  and 
banks  pay  fees  for  their  quarterly  reports  and  expense  of 
state  inspection. ^^  They  all  pay  taxes  on  their  real  and 
personal  jjroperty  as  assessed  by  the  assessor ;  but  for  vari- 
ous reasons,  they  are  not  taxed  on  a  "corporate  excess", 
or  intangible  property  valuation,  assessed  by  the  Bonrd  of 
Equalization.  National  banks  are  by  the  laws  of  the 
United  States  exempt  from  that  tax.^-'  The  others  are  ex- 
empted by  the  revenue  law  of  the  state.^*^  Full  explanation 
of  these  exemptions  from  the  "corporate  excess"  is  given 
in  Chapter  TV. 

Corporations  in  classes  B,  II,  a,  5,  and  b.  1,2,  3,  4,  5  are 
those  which  are  taxed  on  their  "corporate  excess",  as  well 
as  on  real  and  personal  property,  and  by  fees  for  incorpor- 
ation and  increase  of  capital  stock.  This  class  comprises  a 
small  number  of  corporations;  in  1907  the  Board  of  Equal- 
ization determined  the  taxable  valuation  of  2,536  of  them, 
of  which  only  1,302  companies  were  found  to  have  an  "ex- 
cess"^' value  "over  and  above  the  assessed  value  of  the 


•*-*Further  details  in  Chapter  IV. 

45Act  of  Congress  1864.     See  Baker  vs.  First  National  Bank,  67  111. 

297  (1873). 

•i^^State  banks  exempted  in  1867.  Laws  of  111.  1867,  special  session,  p.  6. 
But  banks  organized  under  special  charter  instead  of  under  the  general 
banking  laws,  were  subject  to  the  "corporate  excess"  assessment  by  the 
Board  from  1873  to  1893. 

^^Denominated  "excess"  in  tabulated  reports  of  Board. 
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tangible  property. "^^  This  assessment  of  the  "corporate 
excess"  is  the  most  notable  feature  of  the  taxation  of  cor- 
porations in  Illinois ;  and  since  the  Board  of  Equalization 
from  1872  to  the  present,  has  had  the  administration  of 
that  duty,  further  exposition  of  this  method  will  be  given 
in  the  chapter  on  the  "corporate  execess"  method  of  assess- 
ment. 

It  must  be  noted  further  in  regard  to  public  service 
corporations  that  in  municipalities  the}'  are  taxed  also  on 
their  franchise  rights  "to  make  use  of  local  privileges.'''^^ 

Corporations  in  class  II,  B,  a.,  6,  that  is  foreign  cor- 
porations for  profit,  are,  in  general,  taxable  only  on  real 
and  personal  property.  The}'  cannot  be  taxed  on  capital 
stock  and  franchise  right  "to  be",  that  is  by  the  "corporate 
excess"  method.  But,  under  the  police  power  of  the  State, 
they  are  subject  to  license  taxes  for  the  franchise  right  "to 
do  or  act"  or  "to  use  local  privileges."  Insurance  com- 
panies are  to  be  especially  noted  with  respect  to  "recipro- 
cal" taxes;  but  since  the  exposition  is  detailed,  it  has  been 
placed  in  cliapter  five. 

If  this  first  chapter  has  given  a  general  idea  of  the 
problem  of  taxing  corporations,  of  tlie  nature  of  corpora- 
tion taxes,  and  of  tlie  method  used  in  Illinois  in  taxing 
corj)orations,  it  has  accomplished  its  purpose.  The  expo- 
sition of  the  details  of  the  subject  and  of  the  historical 
development  of  corporation  taxation  since  1872,  will  be 
taken  up  in  the  following  chapters. 


^^Language  of  revenue  law,  Hurd.  sec.  3.  clause  4. 
^^Seligman's  dermition.  quoted  above. 


CHAPTER  II. 

The  State  Board  of  Equalization  Relative  to  "Cor- 
porate Excess'^  Method  of  Assessment. 

The  State  Board  of  Equalization  ^vas  authorized  by 
the  legislature  in  1867.^  The  first  Board,  which  met  at 
Springfield,  October  1,  1867,  was  composed  of  tweutv-six 
members:  the  Auditor  of  Public  Accounts,  and  one  mem- 
ber elected  from  each  of  the  twenty-five  Senatorial  dis- 
tricts. The  duty  of  the  Board  was  to  equalize  the  aggre- 
gate assessed  valuation  of  property  reported  to  tlie  Auditor 
by  the  county  clerks,  that  is  to  place  all  the  counties  of  the 
State  on  the  same  percentage  level  of  valuation.  This  the 
Board  did  by  directing  certain  percentage  increases  of  val- 
uation to  those  counties  which  they  found  to  be  assessed 
below  the  general  average  percentage  of  cash  valuation, 
and  certain  percentage  decreases  to  those  counties  which 
they  found  to  be  assessed  above  the  average. 

But  the  Board  of  Equalization  in  the  period  from  1867 
to  1872  had  no  power  beyond  that  of  equalizing  county 
valuations.  It  had  not  the  power  to  assess  corporations  as 
it  has  had  since  1872.  Neither  was  there  any  separate 
equalization  of  corporation  property;  the  assessed  valua- 
tion of  such  property  in  any  given  county  was  raised  or 
lowered  or  left  intact,  as  the  case  might  be,  after  the  equal- 
izing direction  of  the  Board,  in  the  same  manner  and  to 
the  same  extent  as  was  other  property  in  the  same  given 
county. 

However,  the  influence  of  the  Board  on  corporation 
taxation  is  worth  noticing.  In  ascertaining  the  rightful 
valuation  of  property  in  the  various  counties,  pursuant  to 
their  duty  of  equalizing,  the  Board  early  discovered  at  its 
first  session   the  problem  of  properly  assessing  corpora- 

iLaws  of  1867.  p.  105. 
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tions.^  The  Committee  on  Personal  Property  reported  a 
resolution  recommending  to  local  assessors  that  all  bank, 
insurance,  railroad  and  other  stocks  be  returned  at  par 
value.^  The  next  jeav  the  Board  passed  resolutions  recom- 
mending revision  and  amendment  of  the  law,^  and  in  1869 
the  Board  authorized  Chairman  Lippincott  and  Secretary 
Stadden  to  prepare  a  revenue  bill  to  present  to  the  Board 
at  its  session  in  1870.^  It  was  prepared  as  ordered  and, 
from  October  7, 1870,  to  October  24,  the  Board  had  the  pro- 
posed revenue  bill  under  consideration.^  On  the  26th  it 
was  proposed  to  authorize  a  committee  to  urge  its  passage 
at  the  next  legislature,  but  on  the  next  day  it  was  decided 
to  leave  the  duty  to  Chairman  Lippincott  and  Secretary 
Stadden. 

Governor  Palmer,  in  his  message  of  January  4,  1871, 
to  the  General  Assembly,  recommended  this  bill  "as  the 
work  of  practical  men  of  extensive  experience.''"  At  the 
regular  session  in  1871  the  legislature  failed  to  provide  a 
new  revenue  law,  but  at  its  special  session  in  1872,  on 
March  30,  enacted  the  general  revenue  law  under  which  the 
State  Board  of  Equalization  has  had  a  large  part  of  the 
work  of  assessing  the  property  of  Illinois  corporations. 

In  1872  at  a  meeting  of  the  Board  of  Equalization, 
Chairman  Lippincott  said  : 

I  can  not  forget  that  tiie  State  of  Illinois  owes  to  this  Board  the 
inception  of  an  improved  revenue  system,  which  in  my  opinion  will  prove 
of  inestimable  service  to  the  state.... The  care,  the  intelligence,  the  con- 
scientious effort  displayed  by  this  Board  in  the  original  draft  of  the  revenue 
law,  calls  for  my  high  admiration. ^ 

From  the  foregoing  facts  drawn  from  I'crords  of  the 
Board's  proceedings  relative  to  its  action  in  regard  to  the 
new  revenue  law,  from  tlie  statement  of  Governor  Palmer, 

-Proceedings  State  Board  of  nqualication,  pp.  37-3S.  58-59. 

^Idem,  p.  60. 

*Idem,  1868,  p.  81. 

''Idem,  1869,  pp.  37-39>  58-59- 

^Idem,  1870,  Oct.  7  to  Oct.  27. 

'Journal  of  Senate,  1871.  vol.  I,  p.  27.  Governor's  Message. 

^Proceedings  State  Board  of  Equalization,  1872,  p.  61. 
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and  from  the  remark  of  Mr.  Lippincott,  it  maj  be  safely 
inferred  that  the  Board  of  Equalization  in  its  early  period 
from  1867  to  1872  had  a  large  influence  upon  the  prepara- 
tion of  the  present  system  of  taxing  corporations. 

Three  other  facts  might  be  noted  in  this  connection. 
First,  the  New  York  Tax  Commission  of  1870  recommend- 
ed the  "corporate  excess*'  method  of  assessing  corpora- 
tions.^ Second,  Chairman  Lippincott  of  the  Board  of 
Equalization,  who  was  chief  author  of  the  revenue  bill  of 
1871-1872,  was  in  New  York  in  the  summer  of  1870.^'' 
Third,  in  a  letter  to  Governor  Palmer  five  days  before  the 
pasage  of  the  revenue  law  of  1872,  Mr.  Lippincott,  urging 
the  necessity  of  passing  the  new  law,  showed  that  under 
the  laws  then  in  force  much  intangible  property  was  escap- 
ing taxation.^  ^  ; 

Since  the  revenue  lav.'  of  1872  the  Board  of  Equaliza- 
tion has  had  a  prominent  part  in  the  taxation  of  corpora- 
tions. The  powers  and  duties  of  the  Board  were  enlarged 
by  adding  to  its  equalizing  duty  that  of  assessing  the  in- 
tangible property  of  corporations.  The  capital  stock  of 
companies  and  associations  organized  under  tlie  laws  of 
lUinois^^  is  so  valued  by  the  Board  as  '"to  ascertain  and 
determine  respectively  the  fair  cash  value  of  the  capital 
stock  including  the  franchise  over  and  above  the  assessed 
valuation  of  the  tangible  property.''  Tlie  excess  in  the 
value  of  the  capital  stock,  including  the  franchise,  over  and 
above  that  of  their  tangible  property,  is  known  as  the  "cor- 
porate excess." 

To  assist  the  Board  in  this  work,  the  law  provides  that 
all  corporations  that  are  subject  to  assessment  by  the 
Board  shall  in  addition  to  the  lists  of  personal  property, 
"make  out  and  deliver  to  the  assessor  a  sworn  statement  of 

9Jas.  K.  Edsall,  brief  to  United  States  Supreme  Court,  State  Railroad 
Tax  Cases,  II  Otto  592  (1875). 

lOReport  to  General  Assembly,  1871,  vol.  4,  page  85. 

'^'^Idem,  page  loi. 

i2Not  all;  certain  classes  of  corporations  have  been  exempted  from 
time  to  time ;  see  chapter  IV. 
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the  amount  of  its  capital  stock,  setting  forth  particularly : 

First.  The  name  and  location  of  the  company  cr 
association. 

Second.  The  amount  of  capital  stock  authorized,  and 
the  number  of  shares  into  which  such  capital  stock  is 
divided. 

Third.     The  amount  of  capital  stock  paid  up. 

Fourth.  The  market  value,  or  if  no  market  value,  then 
the  actual  value  of  the  shares  of  stock. 

Fifth.  The  total  amount  of  indebtedness,  except  the 
indebtedness  for  current  expenses,  excluding  from  such 
expenses  the  amount  paid  for  the  purchase  or  improvement 
of  property. 

Sixth.  The  assessed  valuation  of  all  its  tangible  pro- 
pert}',  such  schedule  to  be  made  in  conformity  to  such  in- 
structions and  forms  as  may  be  prescribed  by  the  Auditor 
of  Public  Accounts."^  ^ 

These  statements  are  returned  by  the  assessor  to  the 
county  clerk,  by  him  forwarded  to  the  Auditor,  and  by  him 
are  turned  over  to  the  Board  of  Equalization.  In  case  of 
Illinois  telegraph  companies,  the  data  are  collected  in  a 
slightly  different  way.  Each  company  returns  its  state- 
ment directly  to  the  Auditor,  annually,  in  the  month  of 
May.^^  The  statements  of  the  telegraph  companies  must, 
in  addition  to  the  information  required  of  other  corpora- 
tions, contain  information  as  to  the  length  of  lines  operat- 
ed in  each  county  and  the  total  in  the  state.^^ 

There  is,  however,  no  means  of  enforcing  the  forego- 
ing provisions.  The  law  provides,  that  in  all  cases  of  fail- 
ure or  refusal  of  a  corporation  to  make  a  sworn  statement 
on  the  proper  blank,  and  return  it  to  the  assessor,  that  the 
assessor  shall  make  the  return  from  the  best  information 

^^Revenue  Law  1872,  section  32. 

^••Revenue  Law   1872,  section  53. 

^•"'A  foreign  corporation  that  operates  an  Illinois  corporation's  line 
under  lease,  must  make  return  for  the  Illinois  line.  Postal  Tel.  Cable 
Co.  vs.  Barnard,  j,"/  111.  App.  105  (1890). 
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which  he  can  obtain.^'*  To  get  additional  information  and 
to  supply  deficiencies  in  regular  returns,  data  mnj  be 
secured  bv  independent  investigation  of  the  Board.^' 

The  rules  by  which  the  Board  of  Equalization  assess 
the  "corporate  excess''  are,  according  to  the  provisions  of 
the  law,  left  to  the  discretion  of  the  Board,  itself.  The 
Supreme  Court  of  Illinois  in  1874  denied  that  the  granting 
of  power  to  the  Board  to  adopt  its  own  rules  of  assessment, 
was  a  delegation  of  legislative  power,  and  sustained  the 
validity  of  the  provision  in  the  revenue  law,  granting  such 
power  to  the  Board  of  Equalization.^^  The  discussion  of 
the  making  of  their  rules,  and  also,  of  the  constitutional 
and  statutory^  ^  limitations  upon  the  character  of  the  rules 
for  assessing  the  "corporate  execess'*,  will  be  treated  below 
in  the  history  of  the  Board's  administration. 

After  the  Board  of  Equalization  has  assessed  the 
amount  of  "corporate  excess"  to  each  corporation  that  is 
subject  to  its  jurisdiction,  its  further  duty  consists  in  cer- 
tifying the  "excess"'  to  the  clerks  of  the  counties  in  which 
the  corporations  are  located,  so  that  the  "corporate  ex- 
cess" may  be  spread  upon  the  tax  roll  along  with  tlie  other 
property  of  the  corporation.-*^ 

A  brief  history  of  the  Board's  administration  might 
easily  occupy  an  extensive  volume.  In  this  study  is  includ- 
ed such  portion  only  of  its  history  as  is  needful  for  the 
exposition  of  its  powers  and  jurisdiction,  its  difficulties  in 
getting  data,  its  rules  for  valuing  the  corporation  as  a 


^^Revenue  Law  1872,  section  32. 

"Sup.  Ct,,  St.  L.  V.  &  T.  H.  R.  R.  Co.  vs.  Surrell,  88  111.  535  (1878). 

isPorter  vs.  Rockford,  Rock  Island  &  St.  Louis  Railroad  Co..  76  111. 
563.     (1875,  Jan.  term). 

^^Laws  of  Illinois,  special  session,  1898. 

20The  Supreme  Court  has  construed  the  tax  on  the  "corporate  ex- 
cess" to  be  a  personal  property  tax.  Quincy  Bridge  Co.  vs.  Adams  County, 
88  111.  615  (1878)  ;  Peter  Saup  et  al  vs.  Morgan  &  Co.,  108  111.  326  (1884)  ; 
Parsons  et  al  vs.  Gas  Light  &  Coke  Co.,  108  111.  380  (1884)  ;  The  Hub  vs. 
Hanberg,  211  111.  43   (1904). 
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going  concern,  and  its  efficiency-^  as  an  assessor  of  in- 
tangible property. 

The  Board  bad  but  little  difficulty  interpreting  its  new 
powers  and  duties.  The  law  is  plain  in  regard  to  the 
duties;  but  it  leaves  the  Board  wide  discretionary  powers 
as  to  the  rules  it  shall  use.  It  may  be  noted  that  the  Chair- 
man of  the  Board  from  1873  to  187G  inclusive,  was  Auditor 
C.  E.  Lippincott,  who  had  been  on  the  Board  from  1868  to 
1873  and  had  had  much  to  do  with  the  framing  of  the  new 
revenue  law.  One  error  was  made  at  the  first  session.  The 
Western  Union  Telegraph  Company,  a  foreign  corporation 
owning  lines  in  the  state,  was  assessed  at  the  same  time 
Illinois  telegraph  companies  were  assessed.  And  the  Su- 
preme Court,  in  January',  1874,  held  that  the  Board  had 
exceeded  its  jurisdiction  in  trying  to  bring  foreign  corpo- 
rations under  the  operation  of  the  "corporate  excess" 
method  of  taxing  capital  stock  and  franchise.-'^  The  Court 
decided  the  question  on  the  wording  and  intent  of  the 
statute,  not  on  the  economic  merits  of  the  question.  Econ- 
omic opinion  was  not  called  for. 

In  1890  the  Appellate  Court  decided  that  it  is  the  duty 
of  a  foreign  telegraph  company  operating  under  lease  the 
line  of  a  domestic  corporation,  to  return  to  the  Auditor  the 
schedule  or  statement  required  by  law.--^ 

In  1880  the  Supreme  Court  held  that  where  a  corpora- 
tion is  formed  under  tlie  laws  of  Illinois,  by  consolidation 
of  other  corporations,  one  of  which  is  incorporated  under 
the  laws  of  this  and  the  others  of  other  states,  the  new 
company  is  to  be  considered  as  incoporated  under  the  laws 
of  this  state  witliin  tlie  meaning  of  the  revenue  law  of  1872. 
And  the  capital  stock  located  or  used  in  tliis  state,  of  such 
corporation,  is  subject  to  be  assessed  and  taxed  as  such.-^ 


-^Facts    brought    out    in    this    chapter;    deductions    from    these    facts 
brought  out  in  Chapters  III  and  IV,  are  reserved  for  concluding  chapter. 
-^Western  Union  Telegraph  Co.  vs.  Lieb,  76  111.  172  (1874). 
-■■' Postal  Telegraph  Cable  Co.  vs.  Barnard,  37  111.  App.  105  (1890). 
'=*Ohio  and  Mississippi  R.  R.  Co.  vs.  Weber,  96  III.  443  (1880). 


23]  ASSESSMENT   OF   CORPORATE   EXCESS  23 

In  1896  a  similar  decision  was  handed  down  in  the  ease  of 
a  bridge  company  which  was  a  consolidation  of  Illinois 
and  Iowa  corporations.  The  Supreme  Court  held  that  ''all 
the  capital  stock  of  a  corporation  formed  by  consolidation 
of  corporations  of  different  states  is  properly  taxable  in 
one  of  the  states,  as  the  corporate  existence  springs  from 
the  legislature  of  the  state  and  is  to  be  regarded  and  treat- 
ed by  the  authorities  of  the  state  as  domiciled  there."^^ 
Here  again  the  decisions  hinge  not  on  economic  but  on 
legal  considerations. 

Reference  is  to  be  made  now  to  a  jurisdictional  ques- 
tion that  was  brought  up  under  economic  considerations. 
In  1895  at  the  first  day's  session  of  the  Board  of  Equaliza- 
tion for  that  year,  Mr.  Cullerton,  a  member  from  Cook 
County,  introduced  resolutions  which  averred  that  large 
amounts  of  capital  stock  were  escaping  taxation  because 
the  companies  had  a  majority  of  their  stock  "merged''  in 
foreign  corporations;  and  which  requested  the  Attorney 
General  to  render  his  opinion  as  to  the  Board's  right  to 
assess  the  capital  stock  or  such  a  portion  thereof  as  may 
be  made  up  of  the  capital  stock  of  any  corporation  which 
was  organized  under,  and  was  doing  business  under,  the 
laws  of  Illinois  at  the  time  of  the  consolidation  and  re- 
organization under  the  laws  of  another  state.-*^  But  the 
resolutions  were  postponed  and  later  were  tabled  by  a  vote 
of  ten  to  eight.^^  The  question  does  not  appear  again  in  the 
records  of  the  Board.  It  is  a  question  that  the  jurist  might, 
if  a  case  ever  arose,  quite  likely  decide  in  the  negative,  but 
which  the  economist  might  decide  in  the  affirmative.  Tlie 
jurist  has  to  decide,  consistently  with  his  previous  rulings, 
that  the  franchise  value  follows  the  legal  person  to  its 
domicile  in  the  state  which  gave  to  it  the  legal  character  of 
a  person;  but  the  economist  has  to  consider  the  question 
of  where  the  franchise  value  does  actually  exist. 


25Keokuk  &  HamiUon  Bridge  Co.  vs.  People,  i6i  111.  132  (1896). 
'^^Proceedings  State  Board  of  Equalisation,  1895,  p.  2. 
^''Idem,  p.  4. 


24  TAXATION  OF  CORPORATIONS  IN  ILLINOIS  [24 

Next  in  order  is  the  consideration  of  the  difficulties 
of  the  Board  in  getting  data  for  an  accurate  administration 
of  its  duties.  The  revenue  law  provides  that  the  Auditor 
shall  devise  proper  blanks  for  the  statements  of  corpora- 
tions relative  to  capital  stock,  funded  debt,  assessed  tan- 
gible property,  etc.-^  "Blank  number  five"  is  the  one  furn- 
ished. Each  corporation  is  bound  hj  the  law  to  fill  out  this 
blank,  affix  its  sworn  subscription,  and  deliver  it  to  the 
assessor,  who  returns  it,  bj  way  of  tlie  county  clerk  and  the 
Auditor,  to  the  Board  of  Equalization.  But  from  the  very 
first,  from  1873  down,  the  corporations  have  been  negligent 
and  reluctant  about  complying  with  the  law.  Some  of  this 
at  first  may  have  been  due,  as  the  Capital  Stock  Committee 
of  the  Board  reported  in  1877,  to  the  ignorance  of  the  cor- 
porations as  to  the  real  meaning  of  the  law.^^  Many  of  the 
sworn  statements  which  were  returned,  were  defective. 
They  erred  especially  in  1873  in  reporting  their  funded 
debts  too  high  thinking  that  that  would  decrease  their 
assessments.  The  contrary  affect  resulted,  since  the  Board 
considered  the  value  of  the  bonds,  as  well  as  the  stocks,  in 
determining  the  valuation  of  the  corporation's  entire  pro- 
perty. Later  they  often  neglected  and  refused  to  supply 
this  information  in  regard  to  debt,  and  also  as  to  the  mar- 
ket or  actual  value  of  their  capital  stock.  And  every  annual 
report  of  the  Board  shows  that  many  corporations  do  not 
report  the  valuation  of  their  tangible  property  by  the  local 
assessors. 

In  case  of  the  refusal  of  a  corporation  to  make  out  and 
deliver  the  required  statement  to  the  assessor,  it  is  his  duty 
to  fill  out  the  blank  the  best  he  can  and  return  it  to  the 
county  clerk.  But  the  local  assessors  have  very  often 
neglected  thus  to  co-operate  witli  tlie  Board.  The  minutes 
of  the  Board's  Proceedings  frequently  complain  of  such 
dereliction  of  duty.-^^ 

28Revenue  Law,  sec.  32.     See  above. 

-^Proceedings  State  Board  of  Equalization,  1877,  p.  63. 

^^Proceedings  State  Board  of  Equalization,  1873,  P-  i5o;  1S70,  p.  63; 
1885,  p.  77;  1891,  p.  16;  1900,  p.  17.  This  latter  year  a  majority  of  the 
county  clerks  had  failed  to  return  corporation  statements  to  the  Board. 
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At  its  first  session  iu  1873  the  Board  undertook  to  get 
the  required  data  from  the  corporations  by  exercising  its 
power  "to  examine  persons  and  papers."^^  A  special  com- 
mittee armed  with  a  list,  furnished  by  the  Secretary  of 
State,  of  all  the  corporations  which  had  been  incorporated 
since  18G5  went  to  Chicago  to  investigate.  They  sent  out 
circulars  to  the  corporations,  enclosing  "blank  number 
five",  asking  them  to  fill  it  out  and  return  it  to  the  Com- 
mittee, and  also  appointing  hours  for  the  hearings  of  cor- 
porations relative  to  the  assessment  of  their  capital  stock. 
But  most  of  the  corporations  declined  either  to  appear  or 
to  fill  out  the  blanks.  A  characteristic  reply  was  that  of 
the  Chicago  Chamber  of  Commerce.  The  President  of  that 
company  contended  that  the  |450,000  difference  between 
the  value  of  the  capital  stock  and  the  value  of  the  tangible 
property  was  "an  invisible  value  and  therefore  not  properly 
taxable  under  the  revenue  law".  Further,  he  declared  that 
if  the  revenue  law  should  be  construed  by  the  Board  so  as 
to  make  sucli  "invisible  value"  taxable,  the  Chamber  of 
Commerce  would  dispute  in  court  if  necessary  the  cmsti- 
tutionality  of  the  revenue  law.^-  The  next  year,  1874,^^ 
the  Board,  upon  request,  was  informed  by  the  Attorney 
General  that  they  were  not  empowered  to  compel  attend- 
ance of  corporations  for  examination,  and,  that  if  the  cor- 
poration refused  to  comply  with  the  law  and  the  local 
assessors  were  not  able  to  supply  the  required  information, 
the  Board  had  no  recourse  but  to  assess  the  corporation 
upon  the  information  whicli  it  could  obtain  otherwise.^^ 
This  opinion  was  later  sustained  by  the  Supreme  Court.^^"^ 

^'Revenue  law,  sec.  109. 

"-Proceedings  State  Board  of  Equalization,  1873,  p.  17.  The  Chamber 
of  Commerce  was  assessed  $305,000  in  1873;  $306,800  in  1874;  $216,800- 
in  1875. 

2'The  constitutionality  of  the  revenue  law  having  been  upheld  by  the 
Sup.  Ct.  of  111. 

^^Proceedings  State  Board  of  Equalization,  1874,  p.  5. 

35St.  Louis,  Vandalia  and  Terre  Haute  Ry.  Co.  vs.  Surrell,  88  111. 
535  (1878). 
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The  Attorney  General  further  informed  the  Board  that 
section  50  of  the  revenue  bnv  provided  a  ])eualty  for  any 
person  or  corporation  which  failed  or  refused  to  comply 
with  the  law  re(iuiriu<»'  lists  and  statements.  The  section 
is  as  follows : 

Sec.  56.  If  any  person  or  corporation  shall  give  a  false  or  fraudulent 
list,  schedule  or  statement,  required  by  this  act,  or  shall  fail  or  refuse  to 
deliver  to  the  assessor,  when  called  on  for  that  purpose,  a  list  of  the  taxable 
personal  property  which  he  is  required  to  list  under  this  act,  he  or  it  shall 
be  liable  to  a  penalty  of  not  less  than  $io  nor  more  than  $2,000,  to  be 
recovered  in  any  form  of  action,  in  the  name  of  the  People  of  the  State 
of  Illinois,  on  the  complaint  of  any  person.  Such  fine,  when  collected,  to 
be  paid  into  the  county  treasury. 

But  the  fact  that  no  action  was  ever  brought  bv  the 
Board  under  this  section  would  lead  to  the  suspicion  that 
the  Attorney  General  misconstrued  the  section.  In  fact 
in  1895  the  Auditor  of  Public  Accounts  in  his  biennial  re- 
port to  the  General  A.'^isembiy,  calls  attention  to  the  fact 
that  there  is  no  ])enally  provided  for  the  refusal  or  neglect 
of  cori)()rations  to  relurii  tlie  .statements  required  by  sec- 
tion 32  of  the  revenue  law.'"' 

One  penalty,  liowever,  remained  within  the  power  of 
the  Board  to  inflict,  namely,  that  of  assessing  the  iKm-com- 
plyiiig  cor])orations  an  arbitrary  amount.  lUit  it  is  to  be 
feared  that  the  fact  that  corporations  could  refuse  to  sup- 
ply data  and  not  meet  with  severe  assessment,  in  fact  to 
slip  out  of  it  entirely,  may  largely  account  for  the  con- 
tinued difficulty  of  the  Board  in  getting  the  data. 

The  records  of  1875,  1876,  1877,  and  1884  show  that 
the  same  policy  was  continued  as  at  first,  namely,  to  send 
out  circulai-s  and  blanks  to  the  corporations  asking  them 
to  re])ly  and  inviting  them  to  appear  Itefore  the  Board.''' 
In  1877,  1878,  1870,  and  1882  the  records  show  that  Inves- 
tigating Gommittees  '*.sat"  in  Ghicago.  (In  1894  a  pro])osal 
to  em])h)y  exjxM'ts  was   tabled."'*  <      Tliat   some  (bita   were 

^'^Reports  to  General  .-Isseiiibly.  1895,  Auditor,  page  viii. 
"'Proceedings  State   Board   of  Equalization.    1875,   p.   6;    1876.   p.   5; 
1877,  p.   13:   1884.  p.   ID. 

'^^Ident,  1894,  p.  4.     Dahlman's  resolutions. 
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gathered  b^^  replies  to  the  Board's  letters  is  evidenced  by 
occasional  minutes  in  the  proceedings.'^  In  1885  it  was 
seriously  proposed  by  the  Chairman  of  the  Capital  Stock 
Committee  to  draw  up  and  to  keep  a  record  book  of  corpor- 
ations which  are  subject  to  capital  stock  taxation.  But 
the  proposal  was  not  adopted.  In  1894  Mr.  Hearn  proposed 
to  make  it  a  rule  of  the  Board  that  only  sworn  statements 
of  corporations  be  accepted ;  and  that  in  case  of  refusal  of 
the  corporation  to  make  such  statement,  the  Capital  Stock 
Committee  should  assess  from  the  best  information  obtain- 
able. The  resolution  was  referred  to  the  Capital  Stock 
Committee,  which,  strange  to  say,  reported  unfavorably 
upon  it. 

One  almost  irrelevant  matter  here  begs  admission.  In 
1874  Mr.  Warner  offered  a  resolution  providing  that  "in 
the  absence  of  reliable  information  as  to  the  market  or  fair 
cash  value  of  the  capital  stock  and  debt  of  any  such  com- 
panies and  corporations,  the  fair  cash  value  of  the  assessed 
tangible  property  may  be  taken  as  the  value  of  the  shares 
of  such  capital  stock  and  debt."  The  resolution  was  not 
adopted.  The  next  year  it  was  again  voted  down.  The 
explanation  of  Mr.  Warner's  motion  may  be  inferred  from 
the  following  facts:  1.  Mr.  Warner  was  a  member  of  the 
Railroad  Committee.  2.  At  that  time  the  Capital  Stock 
Committee  was  assessing  "excess"  to  the  railroads.  3.  In 
1877  Mr.  Warner  was  chairman  of  the  general  rules  com- 
mittee at  the  time  of  the  organizing  of  the  new  board. 
4.  The  rules  committee  transferred  the  assessment  of  rail- 
road capital  stock  from  the  Capital  Stock  Committee  to 
the  Railroad  Committee.  5.  Tlie  Railroad  Committee's 
final  report  makes  no  pretense  of  having  considered  the 
value  of  capital  stock  and  bonds  of  railroads. 

Mention  should  be  made  also  of  the  fact  that  tlie 
minutes  of  the  Proceedings  record  letters  from  individuals, 
from   a   "Tax  Payers'   Association",   from   tlie   :Mayor  of 

^^Proceedings  State   Board   of  Equalization,   1875,  p.  8;   1877,  p.   19; 
1882,  p.  5- 
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Chicago,  from  the  ''Tax  Investigating  Committee''  of  the 

Chicago  Teachers'  Federation,  and  others,  relative  to  the 
assessment  of  corporations.  Many  data  no  doubt  have  in 
that  way  been  offered  to  the  Board. 

The  following  table,  data  for  which  are  drawn  from  the 

tabulated  reports  of  the  Capital  Stock  Committee  of  the 
Board,  speaks  forcibly  of  the  difficulties  of  the  Board  in 
gathering  data. 

TABLE  I 

873 a   a       207  13 

874 116  52  224  100 

875 67  90  100  143 

876 I  ~gb   252  87  229 

877 2  4  23     301 

878 a       a       46  369 

879 14  6  40  370 

880 10  II  29  a 

881  a       14  61  a 

882 a       a       91  a 

883 a       a       85  a 

884 a       a       80  a 

885 27     28  1 14  a 

886 26  34  148  a 

887 42  59  217  a 

888 31  54  246  a 

889 86  93  284  12 

890 97  91  305  9 

891  103  105  313  II 

892 78  92  322  12 

893 70  71  237  4 

894 78  86  249  14 

895  69  82  252  22 

896 88  95  251  29 

a  Board  gives  no  data. 

b  25  no  capital  stock  report,  154  no  debt. 
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TABLE  I— (Continued) 
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843 
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273 
236 
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266 
328 
1988 
1520 
1442 
1218 
1832 
1302 
1 281 
1 168 
2153 
930 
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42 

.     84 

93 

68 
421 

.   763*: 
.  Ii04rf 
.  1502^ 
.  1290 
.  1024 
■  1234 
.  1117 

•  1336 
.       287 

•  275 


c  1504  companies  held  to  be  exempt  by  law ;  see  chapter  IV. 
d  1801  companies  held  to  be  exempt. 
e  2585  companies  held  to  be  exempt. 


After  the  matter  of  jurisdiction  and  of  data,  next  in 
order  is  the  examination  of  the  rules  by  which  the  Board 
assesses  the  "corporate  excess."  The  revenue  law  provides 
for  rules  as  follows: 

Section   3 such   board   shall   adopt  such   rules   and  principles 

for  ascertaining  the  fair  cash  value  of  such  capital  stock  (including  the 
franchise)  as  to  it  may  seem  equitable  and  just,  and  such  rules  and 
principles  when  so  adopted,  if  not  inconsistent  with  this  act,  shall  be  as 
binding  and  of  the  same  effect  as  if  contained  in  this  act,  subject  however, 
to  such  change,  alteration  or  amendment  as  may  be  found  from  time  to 
time  to  be  necessary'  by  said  board 

On  September  10-12,  1873,  the  Board  formulated  and 
adopted  the  following  rules: 

Resolved,  That  for  the  purpose  of  ascertaming  the  fair  cash  value 
of  the  capital  stock,  including  the  franchise,  of  all  companies  and  associa- 
tions now  or  hereafter  created  under  the  laws  of  this  State,  and  for  the 
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assessment  of  the  same  or  so  much  thereof  as  may  be  found  to  be  in 
excess  of  the  assessed  or  equalized  value  of  the  tangible  property  of  such 
companies  and  associations  respectively,  wc,  the  State  Board  of  Equaliza- 
tion, hereby  adopt  the  following  rules  and  principles,  viz:  First — the 
market  or  fair  cash  value  of  capital  stock,  and  the  market  or  fair  cash 
value  of  the  debt  (excluding  from  such  debt  the  indebtedness  for  current 
expenses)  sliall  be  combined  or  added  together;  and  the  aggregate  amount 
so  ascertained  shall  be  taken  and  held  to  be  fair  cash  value  of  the  capital 
stock,  including  the  franchise,  respectively,  of  such  companies  and  asso- 
ciations. 

Second — From  the  aggregate  amount  ascertained  as  aforesaid,  there 
shall  be  deducted  the  aggregate  amount  of  the  equalized  or  assessed  valu- 
ation of  all  the  tangible  property,  respectively,  of  such  companies  and 
associations,  (such  equalized  or  assessed  valuation  being  taken,  in  each 
case  as  the  same  may  be  determined  by  the  equalization  or  assessment  of 
property  by  this  Board,)  and  the  amount  remaining  in  each  case,  if  any, 
shall  be  taken  and  held  to  be  the  amount  and  fair  cash  value  of  the 
capital  stock,  including  the  franchise  which  this  Board  is  required  by  law 
to  assess,  respectively  against  companies  and  associations  now  or  here- 
after created  under  the  laws  of  this  State. 

Ex])i'('ss('<l  in  overy  <lny  lanjiuage,  tlie  rulfs  moan  that 
the  Tahic  of  oacli  (•or])()i'ati(>u  as  a  '\iioinn'  coucorn*'  is  deter- 
mined by  addino'  tocetlier  tlie  market  value  of  its  capital 
stock  and  bonds.  Tliis  computed  value  of  the  company  as 
a  "going  concern"  is  then  taken  and  held  to  be  the  same  as 
the  value  of  all  of  the  corporation's  property  both  tangible 
and  intangible.^'-  Next  the  Board  determines  the  equalized 
value  of  the  tangible  property  as  locally  assessed.  Then  it 
subtracts  the  amount  of  this  value  of  the  tangible  property 
from  the  amount  of  the  value  of  both  tangible  and  in- 
tangible property,  and  llie  remander,  if  any,  it  holds  to  be 
the  amount  which  it  is  required  by  law  to  assess — that  is, 
"value  of  the  capital  stock,  including  the  franchise,  over 
and  ab(>v('  tlic  assessed  value  of  the  laugible  ]U'operty." 

■'"This  is  an  interesting  feature  of  the  rules,  made  necessary  by  the 
attempt  of  the  legislature  to  adapt  the  old  general  property  tax  system  to 
modern  needs.  The  theory  underlying  the  general  property  tax  is,  that  the 
owning  or  control  of  property  is  the  best  index  of  a  person's  ability  to 
pay  taxes.  In  the  case  of  the  corporation  its  abilit\'  to  redeem  bond  cou- 
pons and  to  pay  dividends,  fixes  on  the  market  the  valuation  of  its  stock. 
Then  by  this  rule  the  value  of  the  capital  stock  and  the  bonds  is  used  as  an 
index  of  the  value  of  the  corporation's  property. 
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These  rules  were  at  (tnee  attacked  iu  the  courts  of  the 
State  but  were  approved  bv  the  Supreme  Court  in  its  Jan- 
uary term,  1875.^^  And  many  times  since  then  they  haye 
been  reapproyed.^-  The  next  year  the  hiw  was  attacked 
by  injunction  process  in  the  United  States  Circuit  Court, 
which  held  the  law  unconstitutional.  But  in  May,  1870,  the 
Supreme  Court  of  the  United  States  reversed  those  deci- 
sions^^ and  put  its  stamp  of  approval  upon  the  Board's 
rules,  quoted  above,  by  declaring  them  to  be  "probably  as 
fair  as  any."  In  the  following  chapter  it  will  be  seen  how 
the  Courts  in  their  decisions  have  weighed  the  economic 
as  well  as  the  legal  points  in  favor  of  the  validity  of  the 
rules  and  the  principles  adopted  by  the  Board. 

At  tills  point  the  opinion  of  economists  is  in  order. 
Professor  Seager,  writing  on  the  capital  stock  tax,^^  ap- 
proves this  method  of  valuation  as  follows: 

The  plan  most  commonly  adopted  is  to  tax  the  corporations  them- 
selves, while  exempting  their  securities*^  in  the  hands  of  owners 

by  a  board  of  state  assessors,  deduction  being  allowed  usually  for  real 
estate,"*^  and  sometimes  for  bonded  and  other  indebtedness,'*'  which  in 
such  cases  usually  escape  taxation  altogether.  In  its  most  highly  devel- 
oped and  defensible  form,  it  is  a  tax  on  the  capital  stock,  whose  value  is 
determined  by  the  prices  at  which  its  shares  are  selling  and  the  bonded 
indebtedness.  The  aggregate  value  of  the  stock  and  bonds  of  a  corpora- 
tion represent  its  worth  as  a  going  concern  from  the  point  of  view  of  the 
business  community  and  constitute  therefore  the  fairest  basis  for  meas- 
uring its  ability  to  contribute  to  the  government,  so  long  as  property  is 
accepted  as  the  test  of  such  ability. 

One  unwritten  rule  of  tlie  Board  in  assessing  the  "cor- 
porate excess"  has  been  left  out  of  the  discussion  so  far. 
Stated  baldly  it  is  as  follows:  Each  year  the  Board  by 
resolution  determines  how  much  the  local  assessors  of  the 

*' Porter  vs.  R.  R.  I.  &  St.  L.  R.  R.  Co.,  76  111.  561   (1875). 

42In  1875,  1876,  1877,  1878,  1880,  1901. 

*^Details  given  in  separate  chapter. 

^'^Introduction  to  Econoniics   (1906),  page  556. 

^■■'Stock  exempt,  but  bonds  not,  by  the  law  of  Illinois   (Sec.  z~^ . 

*^Also  personalty  by  the  law  of  Illinois. 

■*^Bonds  are  not  exempt  by  the  law  of  Illinois. 
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State,  on  an  average,  have  undervalued  property  in  return- 
ing its  value.  Tlien  the  (Capital  Stock  Coiniiiittee  proceeds 
to  undervalue  the  capital  stock  and  bonds  of  corporations 
in  tlie  same  proportion.  Of  course,  such  action  is  not  a 
strict  fulfilment  of  the  requirements  of  the  law  which  calls 
for  the  "fair  cash  value".  Indeed,  between  fulfilling  the 
letter  of  the  revenue  law  which  requires  full  valuation  and 
fulfilling  the  fundamental  principle  of  uniformity  in  the 
revenue  article  of  the  constitution,  which  necessitates  a 
jn'oportionate  undervaluation,  the  situation  of  the  Board 
of  Equalization  has  been  that  of  the  proverbial  man  be- 
tween the  devil  and  the  deep  sea.  The  minutes  of  the  Pro- 
ceedings frequently  show  that  conscientious  members  of 
the  I>oard  were  opposed  to  this  unwritten  rule.  In  this 
they  were  supported  by  the  unremitting  hostility  of  the 
Atr(n*ney  General  to  such  a  disregarding  of  their  duty  just 
because  local  assessors  were  disregarding  theirs  in  the 
matter  of  valuation.  And  later,  in  1887,  the  Supreme 
Court  likewise  sided  with  the  strict  constructionists.  On 
the  other  hand,  conscientious  members  of  the  Board  held 
that  the  principles  of  uniformity,  ''fixed  in  this  constitu- 
tion", had  claims  to  fulfilment  prior  to  the  claims  of  the 
letter  of  the  revenue  law.  To  support  the  rule  they  could 
cite  decisions  of  the  Supreme  Court.  The  Capital  Stock 
Committee  in  1873  reported  as  follows  i^'^ 

The  decision  of  the  Supreme  Court  of  this  State  heretofore  made 
in  lUircau  County  and  in  other  cases,  will  compel  the  State  Board  in  its 
assessments  of  property,  to  adopt  as  its  basis  for  values  the  proportion  of 
the  actual  value  at  which  this  Board  finds  other  property  to  be  assessed. 

The  case  referred  to  by  the  Committee  was  heard  by 
the  Su])rcin('  Court  in  ISfn.  Tlic  T.ureau  County  Board  of 
Supervisors  liad  assessed  the  C.  li.  &  Q.  K.  K.  Com])any's 
property  at  from  one-third  to  one-half  of  its  actual  value 
regardless  of  the  fact  that  other  pro])erty  was  assessed  by 
htcal  assessors  at  only  one-fiftli  to  one-tliird  its  actual  value. 
Tlie  Court  held  that  tlie  uniformity  priucii)le  of  the  consti- 

*^Proceediiigs  State  Board  of  Eqtialicatiou,  p.  i8. 
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tiitiou  made  the  assessment  by  the  Board  of  Supervisors 
invalid.^^ 

The  Supreme  Court  in  1877  positively  approved  this 
unwritten  rule.  The  validity  of  an  assessment  on  an  indi- 
vidual's property  was  attacked  on  the  ground  that  the 
Board  had  not  assessed  corporations  as  the  law  required. 
But  the  Court  held  the  action  of  the  Board  was  proper,  as 
obeying  the  constitutional  mandate  requiring  uniformity 
rather  than  the  literal  terms  of  the  statute;  and  that  it 
could  work  no  injustice,  while  "a  strict  observance  of  the 
statute  in  that  respect  would  have  worked  injustice. "^"^ 

This  decision  would  seem  to  make  the  unwritten  rule 
vital  to  the  validity  of  the  operation  of  the  Board's  formally 
adopted  written  rules.  Yet  in  1887  when  a  case  came  up 
for  hearing  before  the  Supreme  Court  which  hinged  upon 
this  very  point  of  saving  the  uniformity  principle  by  dis- 
regarding the  law,  the  Court  held  opposite  to  what  it  did 
in  the  case  just  cited.  The  two  cases  are  not  identical ; 
hence  a  brief  statement  is  necessary. "^^  In  1886  a  railroad 
corporation  sought  an  injunction  to  restrain  the  collection 
of  taxes  on  an  assessment  by  the  Board  of  Equalization. 
They  alleged  it  to  be  illegal  on  the  ground  that  the  Board 
had  assessed  the  property  of  the  railroad  at  a  trifle  more 
than  full  value  regardless  of  the  fact  that  the  local  assessors 
had  assessed  property  in  the  same  township  at  only  one- 
third  of  its  full  value.  The  Circuit  Court  denied  the  petition 
to  enjoin  and  the  railroad  appealed  to  tlie  Supreme  Court. 
There  its  counsel  contended  that  the  Board  ''to  preserve 
the  principle  of  uniformity  in  the  constitution"  must  assess 
corporation  property  at  the  same  fraction  of  its  value  that 
local  assessors  assessed  otlier  property  at.  Tlie  Sn])reme 
Court  denied  the  validity  of  such  argument  and  aflirmed 
tlie  decision  of  the  lower  court.    In  part  the  Court  said: 

49Board  of  Supervisors  of  Bureau  Co.  vs.  C.  B.  &  Q.  R.  R.  Co..  44 
III.  229  (1867). 

soLaw  vs.  People.  87  111.  385  (1877). 

=11.  &  St.  L.  R.  R.  and  Coal  Co.  vs.  Stookev.  Collector,  122  111.  358 
(1887). 
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If  any  wrong  has  been  done,  it  was  by  the  town  assessors,  and  not 
by  the  State  Board.  The  law  required  the  State  Board  of  Equalization 
to  value  the  property  at  its  fair  cash  value  ....  All  this  was  done  in 
substantial  conformity  with  the  requirements  of  the  statute,  yet  the  action 
of  the  Board  is  assailed  .  .  .  The  appellant,  in  effect,  says  the  Board  should 
have  disregarded  this  law  because  the  town  assessor  had  done  so  in  the 
assessment  of  the  other  property  in  the  two  townships.  This  view  of  the 
matter  we  do  not  regard  as  sound. 

l>iit  tills  decision  seems  to  have  been  taken  by  the 
IJoard  as  a  vindication  of  tliat  one  assessment  of  theirs  on 
the  railroad  company  that  did  the  suing,  rather  than  as  a 
criticism  of  their  use  of  the  unwritten  rule  as  to  under- 
valuation. It  is  to  be  regretted  that  the  counsel  for  the 
railroad  com])any  did  not  base  his  plea  of  unjust  assess- 
ment on  the  ground  that  other  cori)()rations  were  under- 
valued while  this  i)articular  corporation  was  not  under- 
valued. That  would  ]U'obably  have  brought  a  more  deci- 
sive opinion.  In  1891  the  (luestiou  was  up  again  in  the 
Board,  the  strict  constructionists  as  usual  in  the  uiiiioi'ity. 
The  Attorney  Oeneral  was  re(iuesl(Ml  to  give  his  o]nuion  ;is 
to  whether  it  was  the  dut}'  of  the  Board  to  assess  corpora- 
tion property  "at  its  fair  cash  value  irrespective  of  the  fact, 
if  it  is  a  fact,  that  all  other  classes  of  pro])erty  in  the  State 
are  assessed  at  a  rate  much  less  than  their  cash  value."^^ 
Two  days  later  a  counter  resolution  was  passed  asking  the 
Attorney  General  wlictliei'  the  Board  should  equalize  its 
a.ssessnu'nts  with  those  made  by  local  assessors,  ''.so  that  all 
classes  of  pro])erty  throughout  the  State  bear  their  equal 
proportion  of  taxes  according  to  valu(\"''  The  Attorney 
General  replied  that  they  must  assess  the  full  value  and 
cited  the  Sui)reme  Coui't  (»])inion  of  1SS7,  which  has  just 
been  rpioted  fi-om  nlxnc.  Uut  the  reply  of  tlie  Attorney 
Generiil    was  not    allowed    to  be   prcsi'iited" '    to   the  Board 

^'-Proceedings  State  Board  of  Hciiialiaatioii,  i8f)i.  p.  6.  .\ug.  25, 
Craske's  resolution. 

^'^Proceedings  State  Board  of  Equalization,  1891,  p.  7,  Collior's  reso- 
lutions. 

''*Ideni,  p.  10,  Sept.  2.  Jones'  motion  to  have  .Attorney  General's  letter 
read  was  lost. 
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until  after  the  following  resolution  had  been  adopted  by  a 
vote  of  14  to  6 : 

Resolved,  That  it  is  the  sense  of  this  Board  that  all  property  assessed 
in  this  State  shall  be  so  equalized  that  it  shall  pay  its  just  and  equal  pro- 
portion of  the  burden  of  taxation. 

In  1894  the  question  bobs  up  again  in  the  minutes;  the 
same  fate  is  recorded.  In  1898  at  its  special  session  for 
the  revision  of  the  revenue  law,  tlie  general  assembly  put 
its  stamp  of  approval  upon  this  unwritten  rule  of  the  Board 
by  providing  that  the  Board  in  its  assessments  just  as  the 
local  assessor  in  his  should  set  the  fair  cnsli  value  down  in 
one  column  to  be  headed  "full  value",  and  one-fiftli  ])art 
thereof  in  another  column  to  be  headed  "assessed  value."'^'^ 
Yet  again  in  1902  the  Board  "detcrjuined  by  resolution" 
that  real  and  personal  property  had  been  valued  no  higher 
than  70  per  cent,  of  its  fair  casli  value.  Tlie  inference  is 
that  the  Capital  Stock  Committee  undervalued  capital 
stock  and  bonds  of  corporations  in  that  same  proportion 
before  dividing  by  five  to  fi;i't  the  "assessed  value".  Other- 
wise the  resolution  as  to  tlie  70  per  cent,  valuation  was  of 
no  use  to  the  Board.'*^  In  1905  this  rule  of  "undervalua- 
tion" was  at  last  incorporated  in  the  written  rules  formally 
adopted  by  the  Board. '*"  Yet  that  did  not  down  the  ques- 
tion. In  1907  3Ir.  Colburn  offered  a  resolution,  to  ask 
Attorney  General  Stead  whether  t)ie  I'oard  li.-id  any 
authority  to  assess  at  70  per  cent,  if  it  tliouglit  local  assess- 
ors were  so  doing.'*'' 

In  closing  on  tliis  point  it  is  safe  to  affirm  that,  judg- 
ing by  the  resolutions  passed  each  year  fixing  the  average 
rate  at  which  property  was  estimated  to  liave  been  assessed 
locally,  also  judging  by  the  headings  in  the  tabulated  re- 
ports which  expressly  state  that  40  i)er  cent,  or  50  per  ccMit., 
as  the  case  miglit  be,  is  deducted  from  the  fair  cMsh  value 


^^Laws  of  Illinois,  special  session,  1898,  p.  43. 
^^Similar  resolutions  in  1903,  1905  and  1906. 
^"Proceedings  State  Board  of  Equalization,  1905.  p.  12. 
•'^Idem,  1907,  p.  5.  Sept.  24.     On  Oct.  8,  Colburn  withdrew  the  resolu- 
tion. 
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"so  as  to  equalize  with  other  state  property'',  and  judj^ing 
by  the  later  headings  used  in  the  reports  from  1885  to 
1898,  "eiiualized  value  of  capital  stock  and  debt,  etc.",  it  is 
safe  to  allirni  that  the  Board  up  to  1898  inclusive,  used  the 
unwritten  supplement  to  its  formally  adopted  rules.  And 
the  reports  of  the  l>oard  from  1898  to  the  ])resent  show 
compliance  with  the  law  of  1898  requiring  one-fifth  (in 
1909  tlie  proportion  was  fixed  by  statute  at  one-third)  of  the 
fair  cash  value  to  be  set  in  a  column  and  lieaded  "assessed 
value".  Rut  the  minutes  of  the  Proceedings  relative  to  the 
resolutions  determining  that  local  assessors  had  valued 
property  "no  higher  than  70  per  cent,  of  its  full  value" 
(one-fifth  or  ()n(>-tliird  of  whicli  is  set  down  as  "assessed 
value"),  and  the  formal  adoption  of  the  rule  in  1905,  show 
that  at  present  the  Board,  to  "preserve  the  principle  of 
uniformity"  in  taxation,  has  had  to  disregard  the  letter  of 
the  law  even  as  amended  in  1898.  In  fact,  the  United 
States  Supreme  Court,  Oct.  21,  1907,  held  that  a  failure 
to  do  so  was  a  violation  of  the  Fourteentli  Amendment. 

A  brief  history  of  the  Board's  proceedings  would  not 
be  complete  without  a  review  of  tlie  noted  mandamus  suit 
concerning  the  rules  for  assessing  corporations,  which  was 
brought  against  the  Board  in  1900-1901  by  the  Teachers' 
Federation  of  Cliicago.''^  Tlie  main  points  brought  to  issue 
were:  1.  Could  the  Court  coiiipej  llie  Board  to  assess  cer- 
tain (Chicago)  cor])ora lions.  '2.  Could  the  Courts  com- 
pel the  Board  to  use  the  old  rules  rather  than  a  new  set 
adopted  for  the  occasion.  The  following  statement  of  the 
case  is  essentially  that  ex])ressed  by  Justice  Hand  in  ren- 
dering the  o])inion  of  the  Supreme  Court. 

The  case  originated  in  a  petition  for  mandamus,  filed 
in  the  Circuit  Court  of  Sangamon  County*"^  upon  the  rela- 
tion of  Catherine  Goggin  and  Bobert  C.  Steele,  against  the 
Board  of  I"]qualization  and  the  members  thereof  (naming 
them),    to    coerce    the    Board    and    (he    miMnbers    tluM'eof, 

^^Bd.  of  Eq.  vs.  The  People  ex  rel  Catharine  Goggin  et  al.     Opinion 
of  Sup.  Ct.  filed  Oct.  24.  1901.     loi  111.  5j8. 
""In  Nov.,  1900. 
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forthwith  to  value  and  assess,  in  the  manner  provided  by 
law,  the  capital  stock,  including  the  franchises,  of  twent}-- 
three  Cook  County  corporations,  one  a  gas  company,  one  a 
telephone,  one  an  electric  light  company,  and  the  rest  street 
railway  companies.  It  was  alleged  that  the  fair  cash  value 
of  the  capital  stock,  including  franchises,  over  and  above 
tangible  property  assessed  to  them,  was  |235,000,000,  and 
that  the  Board  had  failed  and  refused  to  value  and  assess, 
and  were- intending,  as  theretofore,  to  fail  and  refuse  to 
value  or  assess  the  capital  stock  including  the  franchise, 
upon  a  fair  cash  value  thereof,  but  intended  to  value  and 
assess  it  in  such  manner  as  to  cause  said  corporations,  and 
each  of  them,  to  pay  no  capital  stock  tax. 

The  Board  demurred  to  the  petition's  being  heard.  But 
the  court  overruled  the  demurrer  and  the  suit  proceeded, 
whereupon  one  of  the  members,  Mr.  Solomon  Simon,  filed 
answer  confessing  the  alleged  intentions.  The  rest  of  the 
members,  severally,  and  jointly  as  a  Board  filed  answer, 
claiming  as  follows:  1.  That  some  of  the  corporations  in 
question  did  not  have  property  in  Cook  County  as  alleged 
on  April  1,  1900.  2.  That  the  Board  of  Equalization  alone 
had  jurisdiction  in  the  matter  of  valuing  and  assessing 
capital  stock  of  corporations.  3.  That  the  Board  had  not 
refused  to  assess  the  said  corporations,  in  that  it  had  not 
yet  completed  its  session.  During  the  time  between  actions 
in  court,  the  Board  of  Equalization  on  December  3,  1900, 
adjourned  without  having  valued  and  assessed  at  any 
amount  the  capital  stock  and  franchises  of  thirteen  of  the 
corporations  in  question.  It  did  value  seven  of  them  at  an 
amount  so  low,  as  is  contended  by  the  petitioners,  as  to 
amount,  in  law,  to  a  fraudulent  valuation  and  assessment, 
and  therefore  to  no  assessment  at  all.  In  arriving  at  the 
results  they  did,  the  Board  had  used  a  new  set  of  rules. 
Their  minutes  for  November  22,  1900,  show  that  on  motion 
of  Mr.  Cruttenden  the  established  rules  were  abolislied  and 
new  ones  adopted,  under  operation  of  which  capital  stock 
was  to  be  valued  as  an  entirety,  consideration  to  be  given 
to  the  following:    1.  Character  and  duration  of  francliise; 
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2.  Frant-liiso  taxes  or  any  otlior  contribution  paid  to  cities; 

3.  Highest  and  lowest  ([notations  of  stock  and  amounts  of 
stock  sold  at  those  quotations;  4.  Any  other  fact  or  condi- 
tion that  will  assist.  Thus  it  is  evident  that  the  bonds  of 
the  corporation  were  no  longer  to  be  considered  in  the  valu- 
ation of  the  corporation.  In  the  minutes  for  the  same  day 
it  ai)i)ears  that  the  ''courtesy  of  the  Board"  was  extended 
to  representatives  of  the  corporations  in  question,  wlio  ad- 
dressed the  Board  on  the  matter  of  assessing  the  capital 
stock  of  their  corporations. 

The  trial  court  held  that  these  new  rules  were  not  valid 
and  that  the  Board  should  have  used  the  established  rules; 
also  held  the  assessment  under  the  new  rules  fraudulent. 
On  May  1,  1001,  the  Circuit  Court  of  Sangamon  County 
rendered  judgment  against  the  Board,  granting  the  MTit  of 
mandamus  prayed  for  in  case  of  the  thirteen  corporations 
not  assessed  and  the  seven  held  to  be  fraudulently  assessed. 

Appeal  was  taken  by  the  Board  to  the  Supreme  Court 
and  was  heard  at  the  October  term.  "The  question  was 
not  Avhether  the  lower  court  had  power  to  review  the  judg- 
ment of  the  State  Board  of  Equalization  but  whether  when 
property  has  been  wrongfully  omitted  which  is  taxable, 
or  fraudulently  assessed  at  so  low  a  rate  as  to  amount,  in 
law,  to  no  assessment  at  all,  the  Court  may  com])el  said 
Board  to  perform  its  duty."  The  Sangamon  County  Court 
held  that  since  the  Board's  power  was  that  of  original 
assessor,  and  not  of  review  in  the  case  of  C()r])orations,  that 
the  performance  of  the  duty  may  be  enforced  by  mandamus. 

Justice  Hand  then  reviews  the  evidence  as  to  fi'aud  in 
the  assessment.  Eighteen  of  the  corporations,  including 
the  thirteen  which  were  not  assessed  at  all  by  the  Board, 
did  not  make  returns  as  directed  by  set'tion  32  of  the  rev- 
enue law;  wliereui)on  the  stateiiieuls  Avere  made  and  re- 
turned by  the  assessors  as  reijuired  by  law,  and  by  the 
Auditor  these  were  tui'ued  over  to  the  I'oard  of  Equaliza- 
tion long  befoi'e  the  petition  for  mandamus  was  filed. 
"lOvidence  shows"  that  the  Tax  Investigating  (\immittee 
of  the  Chicago  Teachers'  Federation,  had  fre(]uently  point- 
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ed  out  to  the  Board,  and  especially  to  the  Committee  on 
Capital  Stock,  that  the  assessments  for  previous  years  had 
permitted  the  said  corporations  to  escape  taxation  on  their 
capital  stock  including  the  franchises.  Further,  it  ap- 
peared from  the  evidence  that  the  value  of  the  capital  stock 
of  the  thirteen  companies  which  the  Board  had  failed  to 
assess  in  1900  amounted  to  $85,000,000;  and  tliat  said  com- 
panies, during  the  year  prior  to  April  1,  1900,  "earned  a 
guaranteed  dividend  of  from  6  to  36  per  cent,  per  annum." 
And  of  the  seven  corporations  which  were  assessed  by  the 
Board  in  1900,  the  Peoples'  Gas  Light  and  Coke  Company 
in  a  sworn  statement  of  Nov.  17,  1900,  had  admitted  pro- 
perty as  follows : 

1.  Paid  up  capital  stock .f  28,668,800 

2.  Funded  debt   34,000,000 

Total $  62,068,800 

3.  Assessed     (full)     value     tangible 

property    l."5,526,785 


5)1  17,142,015 

S     9,428,403 

Hence  this  property  assessed  according  to  the  established 
rule  would  have  had  a  taxable  "corporate  excess"  amount- 
ing to  19,428,403.  But  the  Board  had  assessed  it  only 
1450,000,  by  its  new  rules,  or  .?8,978,403  less  than  it  should 
have  assessed  it.  And  this  was  not  considering  the  fact 
that  the  company  did  not  report  the  value  of  its  stock  at 
the  actual  market  value,  which  was  considerably  higher. 
Justice  Hand,  reviewing  the  evidence,  said  this  was  a  fair 
illustration  of  the  Board's  method  with  the  other  six.  Such 
assessment  the  Court  held  to  be  fraudulent.  Justice  Hand 
settled  the  second  issue  at  bar,  namely  whether  the  Courts 
could  compel  the  Board  to  use  the  established  rules  rather 
than  the  new  ones,  by  holding  that  since  the  Court  had 
held  that  an  assessment  might  be  impeached  for  fraudulent 
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high  assessments^  and  that  ''valuation  must  be  the  result 
of  honest  judgment  and  not  of  mere  will",*^^  the  converse 
must  be  true,  and  "an  assessment  mav  be  impeached  where 
it  has  been  fraudulently  made  at  too  low  a  rate."  The  ap- 
peal of  the  Board  was  accordingly  denied  and  the  lower 
court  directed  to  issue  the  mandamus  compelling  the  Board 
to  assess  the  other  twenty  of  the  corporations  in  question 
by  the  established  rules.  The  order  was  issued  on  Novem- 
ber 6th.  For  some  unknown  reason  tlie  Capital  Stock 
Committee  did  not  comply  with  the  order  till  November 
20th.  On  that  day  the  Committee  was  halted  in  its  per- 
formance of  the  duty  by  a  temporary  injunction  of  the 
United  States  Circuit  Court.  But  on  the  22nd  the  Com- 
mittee was  allowed  to  finish  the  assessment.  By  this 
assessment  the  1900  tax  valuation  of  the  corporations  in 
question  Avas  raised  about  |32, 000,000. 

The  corporations  themselves  next  took  up  the  case. 
They  refused  in  1901  to  pay  the  back  taxes  on  the  new  1900 
assessment;  brought  suit  in  the  United  States  Circuit 
Court  after  the  supplementary  assessments  had  been  made ; 
the  collection  of  the  tax  on  this  assessment  was  in  large 
part  enjoined.  Judge  Peter  S.  Grosscup  held  that  the  sup- 
plementary assessment  had  been  made  under  "duress",  and 
was  not  on  a  proper  basis.  He  decided  that  the  assessment 
sliould  be  based  on  the  capitalization  of  net  earnings.  And 
on  this  base  the  companies  eventually  paid  taxes,  on  an 
additional  assessment  aggregating  .|7, 190,000  (The  Illinois 
Court  liad  ordered  sim])ly  tlial  tlie  Board  use  the  estab- 
lished rules  and  in  so  doing  they  had  assessed  the  twenty 
companies  an  additional  Ji?32,732,000) .  Including  the 
taxes  ])reviously  ])aid,  the  franchise  corporations  under 
discussion,  for  1900  paid  taxes  on  a  total  valuation  of 
.f 21 ,034,000.  Judge  Grosscup  stated  in  his  opinion  that  the 
valuation  under  his  rule  would  approximate  those  made 
voluntarily  by  the  Board  in  1901 ;  but  he  was  twenty -five 

81  Pacific  Hotel  vs.  Lieb,  83  111.  602  (1876). 

"-C.  B.  &  Q.  R.  R.  Co.  vs.  Cole,  75  111.  594  (1874)- 
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per  cent,  lower  than  what  the  companies  paid  the  next  year. 
Appeal  was  made  by  the  State  to  the  United  States  Su- 
preme Court.  October  21,  1907,  the  Court  held  that  the 
injunction  was  valid.  It  was  held  that  the  State  of  Illinois 
through  its  Board  of  Equalization  had  not  given  the  pro- 
perty of  these  corporations  equal  protection  before  the  law. 
Other  corporations  had  been  assessed  at  one-fifth  of  65  per 
cent,  of  their  value;  these  at  one-fifth  of  the  full  value. 
Such  a  denial  of  equality  the  Court  held  to  be  a  violation  of 
the  Fourteenth  Amendment.^^ 

A  few  other  pertinent  facts  in  the  history  of  the 
Board's  assessment  of  corporations  may  now  claim  admis- 
sion to  this  article.  They  are  drawn  from  the  minutes  of 
their  published  Proceedings  and  will  be  given  in  clirono- 
logical  order,  and  the  reader  may  draw  his  own  conclu- 
sions: I.  Aug.  18,  1891,  on  motion  of  Mr.  Craske,  the 
secretary  of  the  Board  was  instructed  to  prepare  a  tabu- 
lated statement  of  the  capital  stock  and  property-  of  cor- 
porations that  were  subject  to  assessment  by  the  Board, 
as  shown  by  their  sworn  statements  for  the  present  year. 

II.  Sept.  1,  1891,  Mr.  Craske  moved  to  amend  the  rules  re- 
lating to  final  committee  reports  so  as  to  require  the  Rail- 
road and  Capital  Stock  Committee  reports  to  be  presented 
to  the  Board  at  least  fourteen  days  before  the  adjournment 
sine  die,  and  that  those  reports  be  open  to  alteration  or 
amendment  for  ten  days  after  presentation  to  the  Board. 
Lost  by  vote  of  3  to  12.     Craske,  Jones,  Powers,  for  it, 

III.  Sept.  15,  on  motion  of  Mr.  Neff,  Chairman  of  the 
Capital  Stock  Committee,  the  order  of  Aug.  18,  was  rescind- 
ed on  the  ground  that  it  was  impracticable.^^  IV.  Oct.  3, 
1892,  Mr.  Jones  moved  that  the  Capital  Stock  Committee 
make  a  special  report  on  the  assessment  of  the  Pullman 
Company^^  showing  the  manner  in  which  it  arrived  at  the 
same.    Lost  by  vote  of  6  to  13.    Craske,  Jones,  Powers,  for 

^^Raymond  vs.  (Chicago)  Union  Traction  Co.,  207  U.  S.  20  (1907). 
^^Proceedings  State  Board  of  Equalisation,  1891,  Sept.  15. 
«5See  Table  VII. 
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it.  Mr.  Powers  then  iiKtved  that  a  day  be  fixed  by  the  Capi- 
tal Stock  Committee  for  liearing  other  members  of  the 
Board  relative  to  the  Pullman  Company's  assessment. 
Withdrawn  under  agreement  that  such  liearing  would  be 
granted. 

V.  Sept.  25,  1804,  Governor  Altgeld  addressed  the 
Board  on  the  subject  of  the  Pullman  Company's  assess- 
ment, presenting  to  the  Board  a  written  communication, 
together  with  exhibits  relative  to  the  value  of  the  capital 
and  the  i)roperty  of  the  company  subject  to  taxatifui  in 
Illinois.    Keferred  to  Capital  Stock  Committee.''''' 

W.  Oct.  23,  ]0()1  (d;iy  before  iiiandaiiius  decision  was 
handed  down).  Petition  and  list  presented  by  a  committee 
of  the  Chicago  City  Council  received  and  referred  to  the 
Committee  on  Capital  Stock.  VTI.  Nov.  12,  1901,  com- 
munication from  ]Mayor  Harrison  requesting  ])ermission  of 
the  Board  to  allow  a  committee  from  the  Chicago  City 
Council  to  examine  the  report  of  the  Capital  Stock  Com- 
mitt(H'.  Laid  on  the  table.  VI TI.  Dec.  4,  1901,  Board  ad- 
dressed by  tlu'  general  counsel  of  the  Northwestern  Kail- 
road  Company  relative  lo  assessment  of  the  capital  stock 
and  franchise  of  cor])(H'atious. 

IX.  Now  7,  1!>0(!,  mot  ion  to  revise  rules  so  as  to  have 
Kailroad  and  Cai)ital  Stock  Committee  reports  lie  on  the 
table  10  days  for  inspection.  Lost.  X.  Dec.  7,  190G,  com- 
munication from  J.  Hamilton  Lewis,  Chicago  Corporation 
Counsel,  asking  to  be  pei-mitted  to  ai)pear  before  the  lloard 
sitting  as  a  Committee  of  the  Whole  on  the  asses.sment  of 
Pullman  and  other  Chicago  corporations;  also  criticising 
the  Board  for  not  replying  to  his  ])revious  letters  and  for 
notifying  three  corporations  of  ('liicago  of  hearings  before 
the  Board  aiul  not  iioljfying  liiiii  or  ilie  Altoniey  (Jeiierars 
ofTice. 

These  fads  are  to  be  kepi  in  mind  when  later  is  consid- 
ei-ed  ihe  matter  of  the  Board's  efficiency  as  an  assessor  of 
cori»orat  i(»iis, 

«"Scc  Tabic  VIT. 
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The  tabulated  reports  of  the  Capital  Stock  Committee 
of  the  Board  are  often  lacking-  in  data  which  a  student  of 
the  inner  workings  of  the  process  of  taxing  corporations 
would  like  to  examine.  The  following  facts  are  shown  at 
times  in  the  reports.  For  convenience  thev  are  numbered 
so  as  to  be  more  easily  worked  into  a  tabulated  form. 

1.  Name  of  the  corporation. 

2.  Location ;  county  and  town  or  city. 

3.  Capital  stock  paid  up. 

3a.  Asterisks  used  to  denote  the  fact  that  certain  com- 
panies did  not  make  sworn  statement  as  recpiired  by  section 
32  of  revenue  law. 

3b.  No  asterisks  but  a  row  of  dots,  indicating  probably 
that  such  statements,  if  made,  were  defective. 

4.  Total  indebtedness,  except  for  current  expenses. 
4a.  and  4b.,  similar  to  3a  and  3b. 

5.  Market  or  actual  value  of  paid  up  capital  stock  and 
debt  as  determined  by  tlie  Board. 

6.  Capital  stock  and  debt  as  equalized  witli  tlie  aggre- 
gate assessment  of  the  state. 

6a.    Also  indicating  the  per  cent,  of  deduction  made. 

7.  Total  equalized  value  of  tangible  property  assessed 
where  located. 

7a.  Asterisks  indicating  no  report  of  tangible  prop- 
erty by  certain  companies. 

7b.  No  asterisks  but  a  row  of  dots,  indicating  iirob- 
ably  that  such  statements,  if  made^  were  defective. 

8.  "Assessed  and  equalized  value  of  ca])ital  stock, 
being  excess  of  equalized  value  of  capital  stock  and  debt 
over  equalized  value  of  tangible  property." 

9.  A  separate  list  of  the  companies  examined  and 
found  to  have  no  "excess"  over  equalized  tangible  property 
assessment. 

9a.  Same  facts  sliown  by  bhmk  space  in  column  for 
data  number  8. 

9b.     Otherwise  indicated. 

10.  Separate   list  of  the  companies  examined  and 
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fouml  under  ilie  law  to  be  exempt  from  "corporate  excess" 
assessment. 

10a.    Same  facts  suggested  by  blank  spaces  in  columns 
5,  (i,  (la,  7,  and  8;  e.g.,  1875. 

TABLE  II 


Year.. 


.1,     2,     3.     3a,     3b,     4,     4a,     4b,     5,     6,     6a,     7,     7a,     7b,     8,     9.     9a,     9b,     10, 


10a 


1873.. 
1874.. 
1875.. 
1876.. 
1877.. 
1878.. 
1879.. 
1880.. 
1881.. 
1882.. 
1883.. 
1884.. 
1885.. 
1886.. 
1887.. 
1888.. 
1889.. 
1890.. 
1891.. 
1892.. 
1893.. 
1894.. 
1895.. 
1896.. 
1897.. 
1898.. 
1899.. 
1900.. 
1901.. 
1902.. 
1903.. 
1904.. 
1905.. 
1906.. 
1907.. 
1908.. 
1909.. 
1910.. 
1911.. 


,  3 

,  3 

,  3 

,  3 

3a, 

,  3 

3a, 

,  3 

3a, 

.  3 

3a, 

,  3 

3a, 

,  3 

3a, 

,  3 

-  3a, 

,  3 

3a, 

3 

,  3 

3a, 

3 

3a, 

.  3 

3a, 

,  3 

3a, 

,  3 

3a. 

,  3 

3a, 

.  3 

3a, 

,  3 

3a, 

,  3 

3a, 

.  3 

3a, 

.  3 

3a. 

.  3 

3a, 

.  3 

3a, 

.  3 

3a, 

.  3 

3a 

.  3 

3a. 

.  3 

•J 

.  3 

3b, 
3b, 
3b, 
3b, 

3b, 
3b, 


3b, 
3b, 


3b, 
3b. 
3b, 
3b, 
3b, 
3b, 
3b, 
3b, 
3b, 
3b, 
3  b, 
3b. 
3b. 
3b. 
3b. 
3b, 
3b, 
3b, 
3b, 
3b. 


5,  6 

5,  6 

5,  6 

5,  6 

5,  6 

5.  6 

5,  6 

..,  6 

..,  6 

..,  6 

..,  6 

..,  6 

-.,  6 

..,  6 

..,  6 

5.  6 

5,  6 

5,  6 

5.  6 

5,  6 

5,  6 

5,  6 

5,  6 

5.  6 

5.  6 

5.  6 

5,  6 

5.  6 


6a. 
6a, 
6a, 
6a, 

6a, 
6a, 
6a, 


6a. 
6a. 
6a. 
6a. 
6a, 
6a. 
6a. 
6a. 
6a. 
6a, 
6a, 
6a. 
6a. 


7, 
7, 
7, 
7, 

7, 
7, 
7,     7a 


7, 

7, 

7, 

7, 

7, 

7, 

7. 

7,     7a 

7, 

7,     7a 

7,     7a 

7,     7a 

7,     "a 

7,     7a 

7,     7a 

7,     7a 

7. 

7. 

7. 

7. 

7, 

7, 

7, 

7, 

7, 

7, 

7, 


7a 


,   ..... 

8,  . 

,  ....,  9b, 

,  7b, 

8,  . 

,  9a,  ..... 

,  7b, 

8,  . 

,  9a,  ..... 

,  7b, 

8,  - 

,  9a,  

,  7b, 

8,  9 
8.  9 

,  7b, 

8.  9 

,  7b, 

8,  . 
8,  . 
8,  . 
8,  . 
8.  . 
8,  . 

,  ...., 

8,  . 

.  9a.  ..... 

,  7b, 

8.  . 

,  9a,  ..... 

,  7b, 

8.  . 

,  "b. 

8.  . 

,  9a 

,  7b. 

8.  . 

,  9a , 

.  7b. 

8. 

.  9a 

,  7b, 

8.  . 

,  9a , 

,  7b, 

8.  . 

.  9a,  ..... 

.  7b. 

8.  . 

,  9a 

,  7b, 

8.  . 

.  9a 

,  7b, 

8.  . 

.  9a , 

.  7b, 

8,  . 

.  9a,  

.  7b. 

8.  . 

.  9a , 

,  7b, 

8.  . 

,  9a , 

.  7b. 

8.  . 

.  9a , 

,  "b. 

8.  . 

.  9a 

.  7b. 

8.  9 

.  7b, 

8.  9 

.  7b. 

8.  9 

,  "b. 

8.  9 

.  7b, 

8.  9 

.  7b. 

8.  9 

.  7b. 

8.  9 

,  7b. 

8.  9 

.  7b. 

8,  9 

.  7b, 

8.  9 

10a 
10a 


10. 
10, 


"In  tlic  year  1910  the  Poard  of  Equalization  hcgr.ui  to  tabulate  corporations  in  three 
schedules  instead  of  two.  Schedule  A  contains  those  corporations  which  made  their  returns  as 
provided  by  law.  Schedule  B  contains  those  that  failed  to  comply  with  the  law  requiring  returns. 
Schedule  C  contains  the  names  of  those  which  were  found  to  be  fully  assessed  by  the  local 
assessors,  i.  e..  the  Board  deemed  the  value  of  capital  stock  and  franchise  and  tangible  property 
to  be  no  more  than  the  value  assessed  to  the  tangible  property  by   the  local  assessor. 
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From  the  table  given  on  the  preceding  page  may  be 
readily  discovered  what  data  were  given  to  the  Board,  and 
what  not  given,  in  any  year.  It  shows  also  how  the  reports 
of  the  Board  have  varied  from  time  to  time.  For  example, 
by  consulting  column  *^3a"  it  is  seen  that  in  1885  the  Board 
began  to  mark  certain  companies  with  an  asterisk  to  indi- 
cate that  they  did  not  report  their  capital  stock.  Column 
"3b''  shows  that  in  many  years  there  were  reports  which 
were  defective.  Again,  a  glance  horizontally  at  the  data 
furnished  in  the  Board's  published  proceedings  as  shown 
in  the  table  for  the  years  1882,  1883  and  1884,  discloses  the 
fact  that  the  Board  in  those  years  reported  nothing  but  the 
name,  location  and  assessment  of  the  corporations. 

From  the  meager  data  afforded  in  some  reports,  it  is 
small  wonder  that  members  of  the  Board  who  were  not  on 
the  Capital  Stock  Committee  should,  as  shown  above,  have 
tried  to  get  the  reports  laid  over  for  several  days.  The 
rules  of  the  Board  have  always  provided  that  the  Capital 
Stock  Committee's  report  shall  lie  on  the  table  at  least  two 
days.  But  the  suspension  of  the  rule  has  been  more  hon- 
ored than  the  rule.  Since  1890  at  only  five  sessions  has  the 
report  lain  over  the  whole  two  days.  In  1801-1803,  1806, 
1897,  1900-1904,  1906-1908  the  rules  were  suspended  and 
the  report  adopted  as  reported.  In  all  the  years  once  only 
was  the  report  amended.  That  was  in  1890  when  |285,000 
was  cut  off  the  assessment  on  the  Union  Stock  Yards  be- 
cause a  like  amount  had  been  assessed  to  the  Stock  Yards 
Company  by  the  Railroad  Committee  on  account  of  the 
company's  railroad  tracks. 

If  the  Capital  Stock  Committee  had  eacli  year  pub- 
lished definite  information  as  to  the  corporations  whose 
statements  required  by  law,  were  lacking,  or  defective,  and 
also  the  names  of  the  assessors  and  county  clerks  who  had 
failed  to  do  their  duty  in  tlie  matter,  as  explained  above, 
it  Avould  have  been  possible  for  other  members  of  the  Board 
and  for  outsiders  interested  in  the  matter  of  taxing  cor- 
porations, to  assist  the  Capital  Stock  Committee  in  over- 
coming the  difficulties  in  regard  to  getting  proper  data. 
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Further,  if  the  Cumiiiittee  bad  shown  dcliiiiti'ly  in  its  tabu- 
lated reports  the  actual  data  as  to  the  full  valuation  set 
against  each  corporation,  and  the  actual  deductions  made 
in  such  valuation,  considerable  adverse  criticism,  especially 
that  shown  above  as  coming  from  within  the  Board  itself, 
might  have  been  avoided.  Further,  the  study  of  the  Board's 
history  seems  to  warrant  a  logical  conclusion  that  the  Cap- 
ital Stock  Committee  always  has  the  situation  under  con- 
trol. It  does  its  work  practically  as  a  closed  body  but 
under  cover  of  a  diffused  responsibility.  And  here  is  the 
place  to  state  the  fact  that  the  Board  is  responsible  to  no 
one  but  the  peoi)le.  Tiie  people  cannot  center  the  responsi- 
bility for  the  Board's  action  upon  any  state  officer.  When 
they  elect  the  Board  it  is  at  the  general  election  where 
partisan  policies  are  uppermost,  and  where  at  best  the 
people  inquire  only  into  the  record  of  the  state  officers. 
The  Board  of  Equalization  is  forgotten. 

The  general  conclusion  as  to  the  efficiency  of  the  Board 
of  Equalization  as  an  assessor  of  corporations  is  reserved 
for  the  last  chapter. 


CHAPTER  III. 

COLLECTION   OF   CORPORATION   TAXES: 

"Corporate  Excess"  System  Tested  in  Courts. 

The  collection  of  corporation  taxes,  with  the  excep- 
tion of  those  from  teleiiraph  and  railroad  companies,  is 
the  same  as  from  other  f-eueral  property  taxpayers.  The 
law  provides  that  the  local  assessor  shall  value  and  assess 
the  tangible  property  of  the  corporation,  and  that  the 
assessment  of  "corporate  excess"  shall  be  certified  by  the 
Auditor,  under  direction  of  the  Board  of  E(]nalizati()n.  to 
the  county  clerk  of  the  county  in  which  tlie  corporation  is 
located.  The  county  clerk  then  extends  the  taxes  for  all 
purposes  on  that  amount  the  same  as  upon  the  other  prop- 
erty of  the  town,  district,  village  or  city  in  which  the  cor- 
poration is  located.^  Thus  all  the  property  of  a  corpora- 
tion becomes  subject  to  the  state,  county,  town,  district  and 
municipal  rates.  It  pays  its  general  property  tax  to  the 
regular  collector  of  such  taxes.  However,  in  the  case  of 
telegraph  companies,  the  law  provides  that  tlie  Board  of 
Equalization  shall  distribute  the  "corporate  excess"  among 
the  counties  the  same  as  "railroad  track"  and  "rolling 
stock"  valuations  are  distributed,  that  is,  by  giving  each 
county  such  a  percentage  of  the  total  "excess"  as  its 
number  of  miles  of  telegraph  lines  is  a  percentage  of  the 
total  number  of  miles  in  all  the  counties  where  the  com- 
pany does  business.2  Further,  the  law  provides  that  the 
tax  shall  be  collected  by  the  county  collector'  the  same  as 
railroad  taxes  are  collected.  However,  the  taxes  on  wires, 
poles,  buildings,  office  furniture,  etc.,  are  collected  by  the 
local  collectors. 

^Revenue  Law,  section  io8. 

-Proceedings    State  Board  of  Equalization,   1873,  p.    I57- 

^Revenue  law,  section  54. 
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The  collection  of  the  general  property  tax,  levied  on 
corporations  as  result  of  the  new  method  instituted  in  1873 
for  reacliing  intangible  property,  was  at  the  start  resisted 
in  both  the  State  and  United  States  Courts.  The  consti- 
tutionalitj"  of  the  "corporate  excess"  method  was  tested 
in  the  State  Supreme  Court  in  1875  and  in  the  United 
States  Supreme  Court  in  1876.  Since  then  the  attack  has 
been  upon  the  legality  or  validity  of  the  assessments  by  the 
State  Board  of  Equalization. 

The  favorite  resort,  at  law,  to  resist  the  collection  of 
taxes  on  tlie  ''corporate  excess''  and  attacking  this  system 
in  general,  has  been  the  use  or  attempted  use  of  court 
injunctions.  As  pointed  out  by  Justice  Miller  of  the 
United  States  Supreme  Court,  this  method,  because  of  the 
long  drawn  out  litigation  involved,  is  detrimental  to  the 
interests  of  the  state,  but  profitable  to  the  corporation.* 
Tlie  state  often  badly  needs  the  tax  money  tied  up  by  the 
litigation.  Tlie  corporation  has  tlie  "tied  up"  sum  to  use 
in  business. 

From  the  biennial  I'eyiort  of  the  Auditor  of  State  for 
the  years  1873  and  1874  it  is  learned  that  the  collection  of 
the  tax  extended  agaiuvst  the  assessed  value  of  the  capital 
stock  of  corporations  was  resisted  in  the  courts  by  nearly 
all  the  railroads  in  the  state,  and  by  many  other  corpora- 
tions. A  series  of  cases  known  as  the  "Tax  Injunction 
Cases",  involving  all  the  (luestions  at  issue,  were  heard 
and  decided  at  the  January  term  (1875)  of  tlie  Supreme 
Court.  The  Court,  in  the  opinions  which  were  tiled  on  the 
llltli  of  Jniic.  1S75,  sustained  the  constitutionality  of  tlie 
revenue  law  of  March  30,  1872.  and  the  validity  of  the 
action  of  the  IJoard  of  Kcjualization  under  it  in  all  ])articu- 
lars,  except  that  of  the  assessment  of  the  Western  T^nion 
Telegraph    Company,  a   foreign   corporation." 

P.ut  in  the  meantime  or  immediately  after  tliese  opinions  were  made 
pnhlio,  many  of  these  corporations,   (including  nearly  all  the  railroads  in 

••Tax    Injnnetion   Cases  of   U.   S.   Circnit    Conrt   Illinois   reviewed  by 
Supreme  Court  in  1876.     State  Railroad  Tax  Cases.  II  Otto  585  ff. 
sPorter  vs.  R.  R.  I.  &  St.  L.  R.  R.  Co.    76  111.  561.     (187.0. 
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the  state,)  procured  in  the  Courts  of  the  United  States  injunctions  against 
the  collection  of  the  tax  against  their  capital  stock.  It  follows  that  hut  a 
small  percentage  of  the  tax  levied  in  1873  upon  the  capital  stock  of  corpora- 
tions has  been  collected.^ 

In  fact,  the  United  States  Circuit  Court  in  April,  1875, 
declared  the  revenue  law  of  1872  to  be  unconstitutional 
and  issued  permanent  injunctions  against  the  collection 
of  the  tax  on  the  capital  stock  "excess".  Three  railroad 
injunction  pases  were  bv  the  State  carried  to  the  Supreme 
Court  of  the  United  States,  where,  in  a  notable  opinion 
delivered  by  Justice  Miller  in  Mav,  1876,  the  injunction 
was  ordered  to  be  dissolved.  The  Court  ordered  further 
that  "it  is  essential  that  every  case  be  brought  within 
some  of  the  recognized  rules  of  equity  jurisdiction  and 
that  neither  illegality  nor  irregularity  in  the  proceedings, 
nor  error,  nor  excess  in  the  valuation,  nor  hardship  or 
injustice  of  the  law,  provided  it  be  constitutional,  nor  any 
gTievance  which  can  be  remedied  by  a  suit  at  law,  either 
before  or  after  the  payment  of  the  tax, — will  authorize 
the  issue  of  an  injunction  against  its  collection.''  All  this 
was  on  the  ground  that  the  maintenance  of  the  state  must 
not  be  threatened  by  long  drawn  out  litigation  that  with- 
holds tax  money  frimi  the  treasury  to  the  detriment  of  tlie 
state  (and  profit  of  the  corporation).  In  stating  the  gen- 
eral cases  in  which  injunctions  might  be  issued  the  Jus- 
tice approved  the  rules  laid  down  by  the  Illinois  Supreme 
Court  in  1864,'^  namely,  that  "a  court  of  equity  should  not 
enjoin  collection  of  taxes  except  where  the  tax  is  unauthor- 
ized by  law,  or  assessed  on  property  not  liable,  where 
injury  irreparable  Avould  be  done,  or  a  multiplicity  of  cases 
would  occur."  Further,  the  United  States  Supreme  Court 
held  that  no  injunction,  preliminary  or  final,  can  be 
granted  to  stay  collection  of  taxes  until  it  is  shown  that 
all  taxes  conceded  to  be  due,  or  which  the  Court  can  see 
ought  to  be  paid,  or  which  can  be  shown  to  be  due  by  aflfi- 

^Auditor  of   Public  Accounts,   Reports  to   General  Assembly,  vol.    I, 
p.  io6. 

"Cook  County  vs.  C.  B.  &  Q.  R.  R.  Co..  35  111.  465  (1864). 
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davits,  liavt'  boon  jciid,  or  tendorod  Avitlioiit  demaiidinjs;  a 
receipt  in  full.'' 

Further,  the  lowci-  Tnlted  States  courts  were  in- 
structed to  follow  the  construction  of  the  Illinois  statutes 
that  was  placed  upon  them  by  the  Illinois  Supreme  Court. 

A  summary  of  what  was  held  in  the  opinions  of  the 
State  and  United  States  Supreme  Courts  of  1875  and  1876 
in  sustaining  the  constitutionality  of  the  revenue  law  will 
show  the  issues  that  were  raised  and  settled  in  regard  to 
the  constitutionalitj^  of  the  "corpoi-ate  excess"  method  of 
taxiuij;  corporations.  In  followini;  this  discussion,  refer- 
ence should  be  made  to  the  exact  wording'  of  the  consti- 
tution, Avhich  has  been  given  in  chapter  I.  The  main 
points  of  the  Illinois  Su])reme  Court  decision  in  1875  were 
as  follows : 

1.  The  legislature  has  ])lenary  jHiwcr  to  lax  as  re- 
stricted by  the  constitution  of  the  state  and  the  laws  and 
constitution  of  the  Ignited  States.'^ 

2.  Article  IX,  Section  I,  of  the  i-onstitution  does  not 
require  that  the  legislature,  in  providing  for  the  taxation 
of  corporations,  shall  designate  the  ])recise  amount  which 
each  ccu'poration  shall  i)ay,  and  that  this  shall  be  the  same 
on  each  corporation,  without  regard  to  the  franchise  value 
or  the  privileges  enjoyed,  nor  that  such  taxation  shall  be 
of  like  character  with  that  which  may  be  imposed  on  inn- 
keepers and  others  ])nrsuing  the  ])articular  vocations 
named.  This  ])art  of  the  constitution  only  requires  that 
the  tax  u]ton  corporations  shall  be  by  general  law,  and  the 
onh'  unironiiity  is  as  to  the  class  of  coi-poratioiL 

3.  The  mode  (»f  taxing  corporations  is  discretionary 
Avifh  the  legislature. 

4.  The  assessment  of  ]u*operty  may  be  given  to  differ- 
ent officers. 

sState  Railroad  Tax  Cases.  II  Otto  585  (1876). 

"Limitations  in  regard  to  taxing  of  capital  stcck  of  national  banks 
(See  chapter  IV)  ;  also  in  regard  to  levying  taxes  which  may  be  construed 
to  be  infringment  of  federal  power  to  regulate  commerce. 


51]         COLLECTION  OF  CORPORATION  TANKS  51 

5.  The  power  given  to  the  State  Board  of  Equaliza- 
tion is  not  a  delegation  of  legislative  power. 

6.  The  legal  property  of  a  corporation  is  distinct  from 
that  of  the  individuals  who  make  up  the  corporation.  This 
was  brought  out  b}'  the  plea  of  the  corporation  counsel  that 
the  corporation  as  a  person  did  not  own  any  capital  stock, 
but  that  that  belonged  to  the  individual  shareholders,  and 
was  properly  taxable  to  them  only.  13ut  the  Court  denied 
such  argmnent  and  held  that  the  corporation  was  properly 
taxable  upon  its  capital  stock  including  the  franchise.^'^ 
The  Court  especially  noted  the  fact  that  the  franchise  privi- 
lege of  doing  business  under  corporate  organization  with 
limited  liability  was  a  valuable  privilege  and  justly  taxa- 
ble. Further,  the  Court  held  that  the  franchise  is  property 
and  the  fact  is  not  lessened  by  reason  of  the  difficulties 
attaching  to  the  matter  of  making  a  just  valuation  of  it. 
On  this  point  Cooley  says :  "A  state  may  tax  the  franchise 
or  the  capital  of  a  corporation  by  such  rule  as  it  may  pre- 
scribe, even  though  it  be  arbitrary.'"^ ^ 

Before  the  United  States  Supreme  Court  K.  G.  Inger- 
sol,  counsel  for  the  appellees,  argued  as  follows:  The 
Constitution  of  Illinois  places  the  property  of  corporations 
and  individuals  upon  an  equality.  By  the  revenue  law  of 
1872  corporations  are  denied  privileges  and  rights  accorded 
to  individuals  and  hence  the  law  is  unconstitutional.  The 
Court  denied  the  validity  of  the  argument.  In  the  second 
case,^-  corporation  counsel  insisted  that  the  assessments 
of  the  Board  of  E<iualization  under  the  new  law  were  pro- 
hibited by  the  Fourteenth  Amendment  to  the  constitution. 
But  the  Court  considered  that  argument  as  scarcely  worth 
a  reply,  and  declared  in  denial  of  all  argument  that  the 
revenue  law  of  .March  30,  1872,  violated  neither  the  Consti- 
tution of  Illinois  nor  of  the  United  States. 

"Citing  opinion  of  U.  S.  Supreme  Court,  Van  Allen  vs.  The  Asses- 
sors, 3  Wallace  583  (1865). 

"Cooley  cites  United  States  Supreme  Court  decisions,  Minot  vs.  Phila- 
delphia, etc.  R.  R.  Co.,  18  Wallace  206  (1873). 

i^There  were  three  cases  heard  at  the  same  sitting. 
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In  the  second  j)lace,  in  connection  with  the  argument 
as  to  tlie  iinconstitntionality  of  the  revenue  law,  the 
Board's  interpretation  of  the  law  and  the  legality  of  its 
acts  under  such  interpretation  was  also  attacked.  The 
courts  decided  that  "capital  stock"  in  the  revenue  law 
means  not  "shares  of  stock'-  either  separately  or  in  the 
aggregate,  but  all  the  property  of  the  corporation,  includ- 
ing the  fraucliise  as  property.  The  courts  also  sustained 
the  action  of  the  Board  in  considering  funded  debt  as  with- 
in the  meaning  of  the  term  "capital  stock.''  Secondly,  they 
sustained  the  rules  adopted  by  the  Board  for  the  valuing 
of  the  "capital  stock"  thus  broadened  by  construction.  As 
expressed  by  Justice  Miller  tlie  Court  decided  that  "a  rule 
which  ascertains  the  value  of  all  this  by  ascertaining  the 
value  of  the  funded  debt  and  of  the  shares  of  the  capital 
stock,  as  the  basis  of  assessment,  is  probably  as  fair  as  any 
other"  and  that  tlie  metliod  of  deducting  the  value  of  the 
tangible  ])roperty  to  find  the  "excess"  is  as  good  as  any 
other,  all  modes  being  more  or  less  imperfect.  Minor 
points  settled  by  tlie  courl  at  that  time  and  since  are 
as  follows : 

1.  The  Board  is  not  bound  to  assess  capital  stock  at 
what  its  officers  report^  "■  but  may  value  it  upon  their  own 
knowledge  and  individual  judgment. ^^ 

2.  Although  a  cori)oratioii's  return  for  assessment 
is  to  be  made  on  blanks  furnished  from  the  proper  office, 
the  return  must  be  made  though  the  furnishing  of  the 
blanks  has  been  neglected.^'' 

3.  Held  that  the  absence  of  the  company's  statement 
as  to  capital  stock  is  no  bar  to  the  action  of  the  Board. ^^ 

4.  Held  that  the  validity  of  the  assessment  is  not 
affected  by  the  fact  that  the  Board  did  not  give  notice  to  the 
corporation  to  appear.  Itoard  not  required  by  law  to 
do  that. 

i^Republic   Life   Ins.   Co.   vs.    Pollak.   75   111.   292    (1874)  ;   reaffirmed 
in  1876,  1878,  1887,  1890. 

i^Quincy  Railroad  Bridge  Co.  vs.  County  of  Adams.  88  111.  615  (1878). 
ifPacific  Hotel  Co.   vs.   Lieb,  83  111.  602   (1876) 
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5.  Held  that  the  fact  that  shares  are  worthless  does 
not  impeach  the  assessment;  the  creditors,  that  is  the  bond 
holders,  take  the  place  of  the  stockholders.^^  Even  if  the 
corporation  is  in  the  hands  of  a  receiver  its  capital  stock 
and  bonds  are  taxable.^ '^ 

6.  Held  that  assessments  by  the  Capital  Stock  Com- 
mittee of  the  Board  are  valid  acts  of  the  Board. 

7.  Its  assessment  can  be  impeached  for  fraud  onlv.^" 
Thus  it  appears  that  the  constitutionality  of  the  "cor- 
porate excess''  method  has  been  sustained  in  every  par- 
ticular by  the  courts,  and  the  work  of  the  Board  of  Equal- 
ization has  been  kept  remarkably  free  from  legal  obstruc- 
tions. In  fact  the  Board  has  been  strikinglv  well  sustained. 


i-Pacific  Hotel  Co.  vs.  Lieb,  83  111.  602  (1876). 
i«People  vs.  Ward,  105  111.  620  (1883). 
i^Pacific  Hotel  Co.  vs.  Lieb,  83  111.  602  (1876). 


CHAPTER  IV. 

Methods  of  Assessment  of  roupouATioxs  Exempt  From 

"Corporate  Excess"  ^Method 

Part  1.     Foreign  Corporations,  in   General. 

There  are  certain  chLsse.s  of  corporations  that  do  busi- 
ness in  Illinois  wliicii  are  exempt  from  the  "corporate 
excess"  methods  of  assessment.  First  to  be  considered  are 
foreign  corporations,  in  general.  They  are  not  amenable 
to  this  method  because  the  revenue  law  includes  within 
its  provisions  only  those  corporations  "created  by  or  organ- 
ized under  the  laws  of  this  State."  And,  as  already  noted, 
the  Supreme  Court  in  1875  for  this  reason  enjoined  the 
collection  of  the  taxes  on  the  "corporate  excess"  of  a  for- 
eign telegTaph  company. 

But  Illinois  corporations  which  are  owned  or  con- 
trolled by  f(U'eign  corporations  are  still  amenable  to  the 
law  as  long  as  tliey  keej)  their  Illinois  franchise;  altliough 
such  a  company  miglit  be  exempt  under  special  provisions 
of  I  lie  law  as  other  (•()r])()ral  ions  of  its  special  class  are, 
as,  for  exam])le,  i)i'inting  com])anies.  In  1800  the  Appel- 
late Court  held  tliat  it  was  the  duty  of  a  foreign  telegraph 
company  operating  under  lease  the  telegraph  line  of  a  do- 
mestic cor])oration  to  i-eturn  to  the  Auditor  the  schedule 
or  stat(Muent  required  by  the  revenue  law  of  1872.  Tliis 
was  in  strict  construction  of  section  53  which  provides 
that  "any  person,  company  or  corporation,  using  or  oper- 
ating a  telegraph  line  in  this  State,  sliall,  annually,  in  the 
month  of  31  ay  return  to  the  Auditor  of  Public  Accounts  a 
schedule  or  statement",  as  set  forth  in  Clia])ter  II.  But 
the  tax  is  ])ai(l  not  on  the  ca]utal  stock  of  tlie  foriMgn  hold- 
ing or  leasing  corporation.  It  is  paid  on  the  capital  stock 
of  tlie  le;ise<l  or  owned  Illinois  corporation. 

Tile  tangible  pro])erty  of  foreign  cor])()i';itions  is  taxed 
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the  same  way  that  the  property  of  like  domestic  corpor- 
ations is  taxed,  (with  the  exception  of  insurance  com- 
panies, the  treatment  of  which  is  left  for  chapter  five.) 

Fees  and  license  taxes  of  foreign  companies  necessa- 
rily differ  somewhat  from  those  leyied  on  domestic  corpora- 
tions. Legally  the  franchise  tax  "to  be  or  become'',  as 
Professor  Seligman  calls  the  incorporation  fee,  cannot  be 
leyied  except  by  the  State  which  creates  the  corporation. 
But  the  same  thing  is  achieyed  in  Illinois  by  a  general  law 
that  requires  each  foreign  corporation  except  banking,  in- 
surance and  homestead  loan  associations,^  to  pay  such  a 
proportion  of  the  incorporation  fees  charged  to  like  Illinois 
corporations  as  its  capital  to  be  used  in  Illinois  is  a  propor- 
tion of  its  total  capital. 

But  the  most  yaluable  franchise  of  the  foreign  corpora- 
tion, namely,  "to  do  or  act",  that  is,  to  extend  its  business, 
its  organization,  its  credit  and  so  forth,  is  not  taxable 
under  the  present  Illinois  laws. 

Part  2.     Baitl-'nuj  Corporations. 

All  banking  corporations  in  Illinois  are  exempt  from 
the  "corporate  excess"  method  of  assessment.  This  ex- 
emption has  applied  to  national  banks  and  to  State  banks 
organized  under  the  general  banking  laws,  since  1872. 
But  only  since  1893  haye  banks  organized  under  special 
laws  been  exempt  from  assessment  by  the  Board  of  Equal- 
ization. 

National  banks  are  exempt  from  all  state  and  local 
taxes  upon  the  capital  stock  in  the  aggregate,  by  law  of 
Congress.-  This  was  done  to  encourage  the  inyestment  of 
capital  in  United  States  bonds,  the  law  being  a  measure 
passed  in  war  time.  It  has  not  been  construed  as  forbid- 
ding the  taxation  of  bank  shares  to  the  stockholder.  The 
Supreme  Court  of  the  United  States  in  ISd")  lichl  tliat  "a 

^Special  laws  apply  to  insurance  and  homestead  loan  companies;  see 
Chapter  V. 

-Act  of  Congress  1864,  41st  section. 
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tax  on  the  shares  of  stock  is  not  a  tax  on  the  bank",  that 
is,  on  its  capital  stock,  which  was  the  point  at  issue.^ 

The  act  of  Congress  in  1864  made  it  necessary  for  the 
legislature  of  Illinois  to  revise  the  bank  taxes  of  the  State. 
It  is  of  interest  to  note  that  in  1857  Illinois  had  taken 
a  decisive  step  in  the  taxing  of  corporations  directly  upon 
their  capital  stock  by  passing  a  law  taxing  banks  and  bank- 
ing corporations  in  that  way.  This  law  was  repealed,  how- 
ever, by  an  act  of  the  legislature  in  special  session  in  June, 
1867.  Seeking  to  prevent  the  escai)e  of  the  capital  stock 
shares  from  taxation,  the  legislature  provided  for  a  collec* 
tion  of  taxes  on  the  shares  "at  tlie  source" — "the  stockhold- 
ers in  such  banks  and  banking  associations  sliall  be  assessed 
and  taxed  on  the  value  of  their  shares  of  stock  therein  in  the 
county,  town  or  district  where  such  banks  or  banking 
association  is  located,  and  not  elsewhere,  whether  such 
stockholders  reside  in  such  town,  county  or  district,  or 
not.'-  Provision  was  made  that  the  value  of  the  capital 
invested  in  real  estate,  which  Avas  taxable  as  real  estate, 
shouhl  be  deducted  from  tlie  aggregate  value  of  the  capital 
stock  ])ef()re  tlie  value  of  each  share  was  assessed  to  the 
stockholders.  Each  bank  was  required  to  keep  in  its  office, 
subject  to  ins])ection  of  the  tax  officers,  at  all  times,  a  full 
and  correct  list  of  the  names  of,  and  residences  of,  and 
number  of  shares  held  by,  its  several  stockholders.  Fur- 
ther, each  bank  was  re(]uired  to  retain  so  much  of  the 
dividends  belonging  to  the  stockholders  as  would  be  neces- 
sary to  pay  the  general  property  taxes  levied  on  the  shares 
of  stock,  until  it  should  be  made  to  a])pear  that  the  taxes 
were  paid,  the  tax  collector  even  having  authority  to  sell 
the  shares  of  those  who  refused  to  j)ay  the  tax. 

This  law  was  attacked  in  1870  by  a  ^Mr.  Dows  of  New 
York  City,  who  carried  a  case  to  the  United  States  Su- 
]>reme  Court  asking  that  the  collection  of  the  taxes  on  a 
State  bank  in  Chicago  be  enjoined  on  the  ground  that  the 

^U.  S.  Supreme  Court,  Van  Allen  vs.  The  Assessors,  3  Wallace  383 
(i86s). 
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tax  was  illegal  in  that  the  situs  of  his  .shares  of  stock 
was  at  his  New  York  residence.  But  the  petition  was  de- 
nied. In  1871  and  1872  the  United  States  Circuit  Court 
did  enjoin  the  collection  of  taxes  on  national  bank  shares, 
but  the  United  States  Supreme  Court  in  1874  dissolved 
the  injunction  and  aflQrmed  the  validity  of  the  law.*  The 
case  came  up  under  the  provisions  of  the  revenue  law  of 
1872,  which,  however,  were,  for  national  and  state  banks, 
the  same  essential^  as  those  of  the  law  of  18G7.  At  one 
or  two  points  the  law  was  changed.  No  deduction  was 
allowed  for  the  value  of  capital  invested  in  real  estate,  in 
determining  the  value  of  shares  of  stock  in  state  banks. 
(National  banks  by  law  can  hold  no  such  investments.). 
But  in  1903  such  i)rovision  for  deduction  was  restored  to 
the  revenue  law."^  Further,  the  law  of  1872,  section  35, 
provides  that  the  shares  of  stock  of  national  banks  in  other 
states  held  by  stockholders  in  this  state  shall  not  be  re- 
quired to  be  listed  under  the  provisions  of  this  act.  They 
would  otherwise  be  listed  under  the  provision  for  sched- 
uling personal  property. 

As  to  tangible  property,  the  revenue  law  of  1872 
exempts  national  banks  from  the  rules  laid  down  in  section 
30  for  the  listing  of  the  property  and  business  of  banks; 
but  section  13  provides  that  in  all  cases  wliere  assessment 
is  not  specifically  provided  f(jr,  the  personal  property 
shall  be  assessed  where  the  business  is  carried  on. 

The  law  of  1867  operated  upon  state  banking  cor- 
porations the  same  as  upon  national  banks.  The  capital 
stock  tax  for  the  year  18G7  was,  by  an  emergency  clause  in 
the  act,  made  void  and  the  provision  for  taxing  shares  of 
stock  to  the  stockholders  put  into  inj mediate  effect.  How 
Avell  this  clmnge  worked  may  not  be  proved  but  may  be 
strongly  suggested  by  one  or  two  statements.  First,  one 
of  the  first  acts  of  the  Board  of  Equalization  in  1867  was 
to  investigate  the  assessment  of  bank  stock.     The  Com- 

•'Merchants  Xat'l  Rank  vs.  Tappan,  19  Wallace  501  (1874). 
'Laws,  1903,  p.  294. 
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uiittee  ou  Persoual  I'ropert^-  reported  that  .such  shares 
of  stock  were  assessed  all  the  way  from  full  value  down  to 
one-sixth  of  full  value;  further  that  out  of  a  total  of 
111,500,000  of  such  capital  iu  the  State  only  |2,000,000 
was  assessed  to  the  stockholders.  Second,  two  years 
later  in  the  Constitutional  Convention  it  was  proposed  to 
put  a  clause  in  the  constitution  commanding  the  legislature 
to  tax  "the  actual  paid  up  capital  of  any  banking  associa- 
tion in  the  same  manner  as  other  property",  that  is,  to 
return  to  the  law  of  1857.    In  the  debate,  ^Ir.  Forman  said: 

I  imagine  it  is  well  known  to  every  gentleman  upon  the  floor  that 
nearly  all  the  banking  capital  of  the  State  is  now  exempt  from  taxation. 
I  am  inclined  to  think  the  only  w'ay  to  subject  it  to  taxatii^i  is  by  placing 
some  such  section  as  this  in  the  constitution.* 

r»ut  the  clause  did  not  go  in.  It  was  left  to  the  discre- 
tion of  the  general  assembly.  And  in  1872  when  the  gen- 
eral revenue  law  was  enacted  state  banks,  organized  under 
the  general  banking  laws,  were  not  made  amenable  to  but 
jnade  exempt  from  the  operation  of  the  capital  stock  tax  by 
the  "corporate  excess"  method,  and  the  law  of  1867  in  re- 
gard to  taxing  the  shares  in  the  hands  of  stockholders  was 
retained  as  section  35  of  the  revenue  law.  Later,  in  1893,  the 
hiw  was  amended  so  as  to  exempt  also  state  banks  that  were 
organized  under  special  laws.  But  by  a  mistake  in  not 
completing  tlie  revision,  the  law  left  such  bank  stock  not 
only  exempt  from  assessment  by  the  Board  of  Equalization 
but  by  the  local  assessors  as  well.  This  was  pointed  out 
by  the  State  Auditor  in  1895  in  a  lengthy  report  to  the 
general  assembl3\  Briefly  the  case  may  be  stated  as  fol- 
lows. Section  35  as  sliown  above,  jn'ovicb^s  that  national 
bank  shares  of  stock  and  the  stock  of  banks  organized 
under  "the  banking  laws  of  this  State",  shall  be  taxed  to 
the  stockholders.  But  the  stock  of  banks  enjoying  special 
cliarters  could  not  be  brought  under  that  section  because 
(if  a  certain  clause  in  section  3  of  the  same  law.  In  that 
seel  ion,  the  law,  up  1o  1905,  ]U'ovided  as  follows: 

^Debates  ami  Procccdintjs  of  Constitutional  Conz'cntion,  p.  1685. 
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Provided,  that  in  all  cases  where  the  tangible  property  or  capital 
stock  of  any  company  or  association  is  assessed  under  this  act,  the  shares 
of  stock  of  any  such  company  or  association  shall  not  be  assessed  or  taxed 
in  this  state."  This  clause  shall  not  apply  to  the  capital  stock  or  shares  of 
capital  stock  of  banks  organized  under  the  general  banking  laws  of  this 
state. 

Commenting  upon  this  the  Auditor  said:  "It  will  be 
observed  that  the  clause  first  above  quoted  exempts  the 
shares  of  stock  of  banks  organized  under  special  charter 
from  assessment  and  taxation."  If  the  case  had  been  tried 
out  in  the  courts  no  doubt  such  stock  would  have  been 
found  to  be  assessable  by  the  local  assessor,  for  the  courts 
have  always  held  to  a  very  rigid  construction  of  the  ex- 
emption clauses  in  the  revenue  article  of  the  constitution. 
And  no  semblance  of  an  exemption  of  property  of  such  a 
sort  is  provided  for  in  the  constitution.  However,  the 
legislature  in  1905  remedied  the  defect  by  including  banks 
organized  under  special  laws  within  the  provision  of  the 
last  clause,  or  sentence,  of  the  revenue  law  quoted  above. 

Of  course  strictly  according  to  the  definition  of  cor- 
poration taxes,  the  tax  on  bank  shares  is  not  a  corporation 
tax,  but  is  a  tax  rather  upon  the  property  of  the  owners  of 
the  stock.  But  if  the  Illinois  method  of  "collection  at  the 
source"  is  properly  enforced  it  amounts  to  the  same  thing. 
It  was  evidently  so  intended,  else  why  the  exception  of  bank 
corporations  alone  in  1872,  from  the  assessment  by  the 
Board  of  Equalization.  One  possible  reason  for  such  ex- 
ception is  not  that  the  capital  stock  should  not  be  taxed 
to  the  banking  corporation,  but  simply  that  both  state  and 
national  banking  corporations  should  be  taxed  by  tlie  same 
method. 

In  regard  to  the  tangible  property  taxes  of  state  ])nnks 
little  space  is  accorded  in  this  study,  as  it  is  a  subject  for 
treatment  under  the  general  property  tax  rather  than  under 
corporation  taxes.     The  revenue  law  provides  as  follows: 

Sec.  30.     Every  bank   (other  than  a  national  bank), 

^This  clause,  no  doubt,  was  intended  for  the  shares  of  such  corpora- 
tions only  as  were  assessed  by  the  Board  of  Equalization ;  for  it  is  a 
proviso  to  the  section  that  gives  such  power  to  the  Board. 
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])anker,  broker  or  stockjobbor,  shall  at  the  time  fixed  by 
this  act  for  listing  personal  property,  make  out  and  furnish 
the  assessor  a  sworn  statement  showing: 

First — The  amount  of  money  on  hand  or  in  transit.^ 

Second — The  amount  of  funds  in  the  hands  of  other  banks,  bankers, 
brokers  or  others,  subject  to  draft. 

Third — The  amount  of  checks  or  other  cash  items,  the  amount  thereof 
not  being  included  in  either  of  the  preceding  items. 

Fourth — The  amount  of  bills  receivable,  discounted  or  purchased, 
and  other  credits  due  or  to  become  due,  including  accounts  receivable,  and 
interest  accrued  but  not  due,  and  interest  due  and  unpaid. 

Fifth — The  amount  of  bonds  and  stocks  of  every  kind  and  shares 
of  capital  stock  of  jointstock  or  other  companies  or  corporations,  held  as 
investment  or  any  other  representing  as.^ets. 

Sixth — All  other  property  appertaining  to  said  business,  other  than 
real  estate  (which  real  estate  shall  be  listed  and  assessed  as  other  real 
estate  is  listed  and  assessed  under  this  act). 

Seventh — The  amount  of  all  deposits  made  with  them  by  other 
parties. 

Eighth — The  amount  of  all  accounts  payable,  other  than  current 
deposit    accounts. 

Ninth — The  amount  of  bonds  or  other  securities  exempt  by  law 
from  taxation,  specifying  the  amount  antl  kind  of  each,  the  same  l)eing 
included  in  tiie  preceding  fifth  item. 

Thus  it  wouhl  a])])ear  th;it  i>aiiking  eoriiorations  are 
not  necessarily  favored  by  their  exemption  from  the 
assessment  by  the  Hoard  of  E(iualization;  for  the  corpor- 
ation which  is  assessed  by  the  lioard  is  assessed  upon  such 
])jirt  of  its  c;i])ital  stock  value  only  as  is  not  covered  by 
the  assessed  value  of  the  tangible  ]tropeity.  l)Ht  the  banking 
c;ipit;il  is  taxed  in  the  form  of  money  and  credits  and  in 
addition  the  dividends  are  levied  u))on  to  ]!:iy  the  share- 
holder's tax  on  the  shai'cs  if  any  do  not  ]>;iy  up. 

In  the  actual  assessment  of  bank  shares  tl»e  same  lax- 
ness  ])revailed  for  a  long  time  as  exists  in  the  local  assess- 
ment of  all  other  personal  ])roperty.  The  Illinois  Bureau  of 
Labor  Statistics  in  1804  in  its  study  on  taxation,  page  32, 
gives  a    list   of  tlie  vnlnations  of  hank   slinres   which   are 

^'Down  to  1894  greenliacks  were  held  to  be  untaxable;  Congress  in 
that  vear  made  them  taxable. 
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listed  in  55  counties  in  1893.  (45  counties  reported  no 
such  property.)  Cook  county  with  a  population  of 
1,191,922  reported  state  and  national  bank  shares  to  the 
amount  of  |!357,353;  wliile  the  other  54  counties  with  a 
population  of  1,643,298  reported  13,347,411.  Cook  county 
reported  |.30  to  a  person;  the  other  counties  reported 
$2.03  to  the  person  of  national  and  state  banking  stock 
shares.  Further,  it  is  shown  as  computed  from  commercial 
statementSj'^  that  the  values  of  Cook  County  bank  stock 
of  the  kind  mentioned  was  not  ^357,353  but  was  $56,394,- 
350.  Conceding  that  bank  stock  is  entitled  to  the  same 
undervaluation  as  other  personalty  was  enjoying  at  the 
time  or  about  80  per  cent,  (the  Bureau  of  Labor  Statistics 
makes  no  such  concession  l)ut  in  fairness  it  must  be  made) 
— conceding  this,  the  capital  stock  shares  of  Cook  county 
for  1894  should  have  been  at  least  |11,278,870,  which  is 
$10,121,517  more  tlian  what  was  actually  reported.  Again, 
the  Bureau  gives  a  table  for  eighteen  state  and  eighteen 
national  banks  of  Cook  county  whose  assessment  in  1893 
after  being  equalized  by  the  Board  of  Equalization  amount- 
ed to  only  17,744,903;  while  the  commercial  value  was 
$59,732,600.  An  80  per  cent,  deduction  from  that  leaves 
$10,946,540,  or  an  undervaluation  of  $3,201,437  on  the 
property  of  the  thirty-six  banks. 

A  Report  on  tlie  Taxation  and  Bevenue  System  of 
Illinois  prepared  for  the  Special  Tax  Commission  of  1910, 
shows  the  recent  results  of  the  assessment  of  bank  shares 
to  be  somewhat  different  from  that  shown  by  the  report  of 
tlie  Bureau  of  Labor  Statistics  in  1894.    Tliis  report  states : 

In  comparison  with  the  assessments  of  other  bonds  and  stocks,  the 
assessment  of  shares  of  stock  in  the  State  and  national  banks  appears  to 
be  relativelj-  high,  and  shows  a  noticeable  increase  during  the  past  ten 
years.  Special  provisions  of  the  law  apply  to  the  assessments  of  banks. 
Before  igoi,  all  State  and  private  banks  were  required  to  submit  detailed 
statements  of  their  moneys,  bills  receivable,  deposits,  etc.,  while  the  shares 
of  national  banks  were  assessable  under  the  general  provisions  of  the 
revenue  law.  Under  legislation  of  1901  and  1903,  however,  shares  of 
incorporated   State  and  national  l)anks  are  now   assessed  where  the  bank 

•'Of  March  5.  1895. 
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is  located,  and  collected  by  the  banks  from  dividends  due  the  stockholders. 
The  value  of  the  shares  is  determined  by  deducting  from  the  value  of  all 
the  shares  of  capital  stock  the  assessed  value  of  real  estate  owned  by  the 
bank  in  the  county  where  the  bank  is  located. 

The  assessment  of  bank  shares  shows  a  marked  decline  from  1873 
to  1898;  and  a  notable  increase  in  1899  at  the  time  the  rule  for  one-fifth 
valuations  went  into  effect.  In  1901  under  the  new  law  for  the  assess- 
ment of  shares  of  state  banks,  the  assessed  valuation  increased  about  five 
times  that  for  1900;  but  in  1902  this  dropped  to  about  the  figures  for  1900. 
Since  then  there  has  been  a  considerable  increase,'*'  and  with  the  change 
to  the  rule  of  one-third  valuations,  in  1909,  another  marked  increase  to 
$44,216,278. 

Complaints  have  been  made  to  the  Special  Tax  Commission,  that  bank 
shares  are  assessed  higher  in  proportion  to  their  value  than  real  estate  or 
other  property.  On  the  other  hand,  the  Illinois  Tax  Reform  Association 
has  claimed  that  the  assessment  of  bank  shares  in  Cook  County  is  inequita- 
ble, and  discriminates  in  favor  of  certain  banks.^' 

Part  3.     Bi(f<iness  Corporations  Exempt  hy  Special 
Provisions 

Besides  all  foreign  corporations  and  all  banking  cor- 
porations of  the  State,  there  are  several  other  classes  of 
corporations  which  are  exempt  from  the  "corporate 
excess''  method  of  assessment.  Tliese  are  "companies  or 
associations  organized  for  pnrely  manufacturing  and  mer- 
cantile purposes,  or  for  either  of  such  purposes,  or  for 
printing,  or  for  the  publishing  of  newspapers,  or  for  the 
mining  and  sale  of  coal,  or  the  improving  and  breeding 
of  stock"\^-  and  homestead  loan  associations.^"^  Such  ex- 
emption has  been  for  the  encouragement  of  capitalistic 
development  of  the  resources  of  the  State.  The  financial 
liistory  of  many  other  states  would  show  that  this  idea  of 
lessening  the  tax  burden  to  invite  capital,  is  a  common 
idea.     From  the  following  summar}'   it  nmy  be  seen  tliat 

'^In  1908.  Bank  Shares  in  Cook  County  were  assessed  at  $16,099,200, 
and  for  the  entire  state  at  $22,698,445. 

''John  A.  Fairlie,  A  Report  on  the  I'cixatiou  and  Revenue  System  of 
Illinois,  1910,  pp.  50-51. 

'-Exempt  by  law  of  1872.  as  amended  in  1879,  1893,  1905. 

'^Exempt  by  law  of  1879  as  amended  in  1887,  1891,  1895. 
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luaiiY  stntes  go  fnrllier  tliaii  Illinois  by  exempting  certain 
corporations  from  aov  general  taxes  whatever.^ ^ 

Alabama.  Cotton  and  woolen  manufactures,  fi\e  years.  Laws  1893,  chap. 
383.  Manufacturers  with  $50,000  invested,  ten  years.  Laws  1897, 
chap  378. 

Arizona.  $300,000  beet-sugar  plant,  nine  years.  Revised  statutes.  1901,  sec- 
tions 4062-4067.  Canaigre  manufacturers,  ten  years.  Laws  of  1895, 
chap.  77.  Irrigating  canals  and  reservoirs,  fifteen  years.  Laws  1899, 
chap.  15.  Railroads,  ten  years.  Laws  1899,  chap.  68.  Water  storage 
for  generating  electricity,  nine  years.    Laws  1903,  chap.  27. 

California.  Fruit  and  nut  trees,  and  grape  vines,  four  and  three  years 
respectively.  Constitution,  article  XIII,  sec.  12^,  amendment  adopted 
Nov.  6,  1894. 

Idaho.  Mining  claims  not  patented,  irrigating  ditches,  and  water  rights 
if  water  is  not  sold  or  rented,  no  time  limit.     Laws  1903,  page  /S- 

Louisiana.  (Exemption  from  parochial  and  municipal  taxation)  Capital, 
machinery,  and  property  employed  in  mining  and  the  following  enter- 
prises :  textile  fabrics,  yarns,  rope,  cordage,  leather,  shoes,  harness, 
saddler\-,  hats,  clothing,  flour,  machinery,  articles  of  tin,  copper  and 
sheet  iron,  agricultural  implements,  furniture  and  other  articles  of 
wood,  marble  or  stone,  soap,  stationeries,  ink  and  paper,  boatbuilding, 
fertilizers  and  chemicals,  providing  five  hands  or  more  are  employed 
in  each  factory,  ten  years  from  January  i,  1900.  Constitution  of  1898, 
section  230. 

Exemption  from  all  taxation  :  railroads  begun  after  May  12,  1898, 
and  completed  before  January  i,  1904.  (if  not  aided  by  local  divisions), 
ten  years  from  completion.     Idem. 

Mississippi.     Manufacturing  enterprises,  ten  years.     Laws  1896,  chap.  64. 

New  Mexico.  Manufacturing  enterprises,  six  years.  Laws,  1897,  chap. 
twenty- four.    Tanning  factories,  six  years.    Laws,  1899,  chap.  15. 

New  Hampshire.  Manufacturing  enterprises  may  be  exempted  by  vote 
of  town,  for  ten  years.     Statutes,  1901,  page  204. 

Oklahoma.    Cotton  manufacturers,  ten  years.    Laws,  1899,  chap.  18. 

Rhode  Island.     Same  as  New  Hampshire.     Laws,  1899,  chap.  18. 

South  Carolina.  By  vote  of  city  or  town  manufacturing  enterprises, 
mines  and  quarries  may  be  exempted  for  five  years  from  all  but 
school  taxes.     Constitution  of   1895,  article  VIII,  sec.  8. 

Utah.  Portland  cement  manufacturers,  five  years.  Laws,  1890,  chap. 
eighteen. 

Vermont.  Manufacturing  enterprises,  mines  and  quarries  may  be  ex- 
empted for  ten  years  by  vote  of  town.    Laws,  1898,  chap.  14. 

'*From   "Encouragement  to   Industry   by   Exemption   from  Taxation" 
by  John   Burton   Phillips,  in  the  Quar.  Jour.  Econ.,  Nov. -Dec,   1904. 
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Wisconsin.     Zinc  manufacturers  three  years. 

Wyoming.     Beet-sugar  factories,  ten  years.    Revised  statutes,  i8gg,  section 
1762. 

Even  if  I  lie  Ic.ui.^laliirc  tlioiijilit  it  advisable  to  exempt 
an}'  sueh  Illinois  eoi'i)oi'ations  from  all  taxes  on  their 
i^eneral  property,  as  it  has  indeed  in  times  past  exempted 
them  from  taxes  on  their  capital  stock,  it  wovdd  be  illejial 
to  do  so  nnder  onr  ])resent  constitution.  It  was  proposed 
in  the  constitutional  convention  of  1870,'"  that  for  the  pur- 
lK)se  of  encouraging;'  numufactnrers  in  this  State,  there 
ouji'lit  to  be  a  clause  in  the  constitution  exempting  all 
manufacturing  companies  from  taxation  by  all  laws  of  this 
Slate,  for  the  term  of  five  years  after  the  adoption  of  the 
constitution  by  the  ])eo])le."''''  On  the  other  hand  there 
was  a  pro])osal  (o  i)ut  a  clause  in  the  constitution  prohib- 
iting the  legislature  from  e.xemi»liug  any  corporation  from 
taxation.^"  Neither  proposal  actually  found  its  way  iuto 
the  constitution,  although  th(»  latter  j)ractically  did  so. 
The  constitution  on  exemptions  is  as  follows: 

Article  IX,  section  ,5.  The  property  of  the  State,  counties,  and  other 
municipal  corporations,  both  real  and  personal,  and  such  other  property 
as  may  be  used  exclusively  for  agricultural  and  horticultural  societies,  for 
school,  religious,  cemetery  and  charitable  purposes,  may  be  exempted  from 
taxation  ;  but  such  exemptions  shall  be  only  by  general  law.     .     .     . 

It  may  be  of  interest  to  follow  the  historical  develoi)- 
ment  of  the  exemption  of  capital  stock  of  certain  corpora- 
tions from  the  "cor])orate  excess"  method  of  assessment  by 
tlir  r»oard  of  K(iualizati«)n.  The  first  general  assenddy  at 
its  regular  session  in  1S71  investigated  the  matter  of  taxing 
uianufacturers.  Fifteen  hundred  circular  letters  were 
sent  out  to  the  manufactunTs  asking  each  to  state  the 
amount  of  his  or  its  capital  stock,  and  output  of  goods; 
further,  to  slate  how  the  ]»ei's()iial  proj)erty  lax  Ixu-e  on 
liis  business   as   eoiiijiai-ed    with    olhei'   branches   df   trade; 


^^Di-biitcs  iiiiti  Pri>cccdiii<is  of  Constitutional  Contention,  p.   199,  Jan. 
5.  1870. 

^'^Idcin.  p.  jji.  Jan.  19,  1870. 
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and  to  state  what  changes  he  would  suggest  in  tlie  mode  of 
assessment.  Only  one  hundred  and  thirty-four  replies, 
or  about  one  out  of  eight,  were  received.  Capital  to  the 
amount  of  §14,000,000,  and  output  of  goods  to  the  amount 
of  123,000,000  were  reported.  Many  refused  to  reply  be- 
cause they  did  not  wish  to  make  known  their  capital  stock. 
The  Committee,  however,  recommended ...  "...  Of  this 
great  interest,  yet  in  its  infancy,. .  .it  becomes  us  as  rep- 
resentatives. .  .to  see  to  it  that  no  laws  are  passed  which 
shall  be  oppressive .  .  .  and  that  every  encouragement  be 
given  to  manufacturers,  so  that  capital  may  flow  into  the 
State.-'  But  nothing  came  of  this  recommendation.  On 
the  contrary,  at  its  special  session  in  1872  this  same 
assembly  enacted  the  revenue  law  providing  for  the  "cor- 
porate excess''  system  and  did  not  exempt  manufacturing 
companies  from  assessment  thereunder. 

In  1875  the  legislature  amended  the  law  relative  to 
the  assessment  of  corporations  by  the  Board  of  Equaliza- 
tion so  that 

In  assessing  companies  and  associations  organized  for  purely  manu- 
facturing purposes,  or  for  printing,  or  for  publishing  of  newspapers,  or 
for  the  improving  and  breeding  of  stock,  the  assessment  shall  be  so  made 
that  such  companies  and  associations  so  organized  shall  only  be  assessed 
as  individuals  under  like  circumstances  would  be  assessed,  and  no  more ; 
and  such  companies  shall  be  allowed  the  same  deductions  as  are  allowed 
to  individuals. 

Dispute  at  once  arose  in  tlie  Board  of  Equalization  as 
to  whetlier  the  amendment  was  intended  to  exempt  such 
companies  from  their  jurisdiction.  A  motion  to  that  effect 
was  indefinitely  po.stponed,  and  later  at  the  end  of  the 
session  a  motion  to  strike  all  such  (•omj)anies  from  the 
report  of  the  Capital  Stock  Committee  was  lost.  Seventy- 
four  companies,  tlie  names  of  which  would  indicate  thnt 
they  were  organized  for  the  purposes  mentioneil  in  the 
amendment,  were  listed  in  the  report.  Some  of  them 
were  assessed  and  some  were  not  even  valued.  In  1876 
i1h'  Board's  report  shows  again  the  same  evident  difference 
us  t.)  tlie  iiit('ri)retiition  of  the  amendment.      In  187!)  the 
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le«j;i  slat  lire  revised  the  wordiu*;-  of  tbe  ainendiiieut  so  as  to 
put  tlie  assessment  of  tliose  eori)oi'ations  organized  for  the 
above  named  purposes  distinctly  in  the  hands  of  the  local 
assessors.^'  Tlie  Attorney  General  being  asked  by  the 
l^oard  to  give  his  oi)iniou,  interpreted  the  law  to  mean  that 
since  certain  banks  had  in  1872  been  exempted  from  the 
jurisdiction  of  the  Hoard,  so  now  these  classes  of  cor- 
l)()rations  were  })roi)erly  exempted.  There  could  be  no 
question  as  to  validity  of  the  law.^^  The  local  assessors 
would,  he  argued,  be  refjuired  to  assess  the  capital  stock 
as  well  as  the  other  personal  property  and  the  real  estate.^ '^ 
A  majority  of  the  Capital  Stock  Committee  in  an  elaborate 
argument  attempted  to  show  that  the  Attorney  General  was 
mistaken  in  his  construction  of  the  law,  especially  in  re- 
gard to  the  local  assessor's  power  of  assessing  the  capital 
stock  of  a  corporation.  He  might  assess  the  shares  of  stock 
held  by  the  stockholders,  but  not  tlie  capital  stock  of  the 
corporation,  for  no  provision  was  made  in  the  revenue  law 
for  anyone  to  assess  capital  stock  in  the  aggregate,  except 
the  Board  of  Equalization.  Rut  the  Board  for  once  over- 
ruled its  Capital  Stock  Committee  and  voted  not  to  assess 
such  corporations. 

In  1893  companies  organized  ^or  the  purpose  of  mining 
and  selling  coal  were  included  in  this  exem])tion  from 
assessment  by  the  Board  of  Equalization  by  another 
amendment  to  the  revenue  law  of  1872.  In  1903  a 
committee  from  the  Illinois  ^lanufacturers'  Associ- 
ation appeared  before  the  Board  with  the  plea  that 
mercantile  corporations  not  being  exempt  from 
assessment  on  capital  stock  by  the  lU)ard,  were  greatly 
handicapped;  furtlier  that  sim])ly  because  mercantile 
corporations    were    unknown     in     1879,     was    the    only 


^"Laws  of  Illinois,  1879,  P    251. 

'^Ileld  valid  later  by  Sup.  Ct.,  Coal  Run  Co.  vs.  Patrick  Finlen,  124 
111.,  66  (1888).  and  in  other  cases. 

^°Attorney  General  Jas.  K.  Edsall,  letter,  in  Proceedings  of  State 
Board  of  EquaUzatiou,  1879,  p.  6. 
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reason  avIit  at  tliat  time  siicli  corporatioiis  had  not 
been  included  in  the  amendment  to  the  law;  further  that 
there  is  a  fundamental  difference  between  public  service 
corporations  and  mercantile  corporations;^*^  further  that 
to  tax  mercantile  corporations  on  capital  stock  and  not  to 
tax  the  capital  of  unincorporated  mercantile  houses  and 
foreign  corporations  doing  such  business,  was  an  unjust 
discrimination  and  would  retard  the  commercial  growth 
of  the  Stati?.  Of  course  the  Board  could  give  no  relief.  But 
in  1905  the  legislature  granted  them  the  supposed  relief 
by  again  amending  the  revenue  law  of  1872.-^  The  law 
went  even  further  than  to  amend  sections  3,  32,  and  108 
so  as  to  exclude  the  capital  stock  of  corporations  organ- 
ized "for  purely  manufacturing  or  mercantile  purposes, 
etc.",  from  the  assessment  of  capital  by  the  Board  of 
Equalization,  and  also  amended  section  1  of  the  revenue 
law  so  as  to  expressly  exempt  such  capital  stock  from  any 
assessment  whatever.  The  act  became  law  witliout  the 
signature  of  the  Governor.  This  latest  phase  of  tax  ex- 
emption of  capital  stock  has  recently  been  passed  upon 
by  the  Supreme  Court.  A  coal  mining  company  in  1907 
was  assessed  on  its  capital  stock  by  a  local  assessor.  It 
resisted  collection  of  the  tax  as  being  illegal  under  the 
terms  of  section  1  of  the  revenue  law  amended  as  above  indi- 
cated. But  the  Supreme  Court  held  tliat  tlie  constitution 
gives  the  legislature  no  power  to  exempt  property  of  that 
kind.-2  It  has  repeatedly  held  that  it  is  constitutional 
for  the  legislature  to  provide  (1)  that  the  Board  of  Equal- 
ization shall  assess  the  capital  stock  of  certain  classes  of 
corporations,  and  (2)  that  it  shall  not  assess  the  ca])ital 
stock  of  certain  other  classes,  of  corporations.  And  now 
this  latest  decision  puts  the  assessment  of  the  capital  stock 
in  the  hands  of  the  local  assessor.  It  is  his  duty  to  assess 
the  capital  stock  and  franchise  value  of  any  corporation 


2°See  Ely,  Outlines  of  Economics,  p.  647,  on  this  point. 

2iLaws  of  Illinois,  1905,  p.  355. 

22Cons.  Coal   Co.,  Appellant,  vs.  Miller  et  al,  236  III.,   149   (1908). 
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which  by  reason  of  the  faet  that  its  charter  makes  it  a 
"purel}'  manufacturing  or  mercantile,  j^rinting,  publishing, 
coal-mining  or  stockbreeding"  concern,  is  exempt  from  the 
jurisdiction  of  the  Board  of  Equalization.  Thus  the  con- 
tention of  Attorney  General  Edsall  in  1879  finds  judicial 
recognition  in  1908.  That  from  1879  to  1908  these  corpor- 
ations, because  exempt  from  the  "corporate  excess''  method 
of  assessing  capital  stock,  had  been  considered  to  be  tax- 
able on  tangible  property  onl^-,  is  evidenced  by  the  facts 
and  theories  which  we  have  seen  brought  before  the  Board 
by  the  agents  of  the  mercantile  associations.  Further,  the 
Auditor  of  Public  Accounts  in  1895,  commenting  upon 
this  very  point,  said  : 

By  this  clause  a  large  amount  of  dividend-paying  capital  which  is 
invested  in  various  enterprises  throughout  the  State  is  freed  from  the 
burden  of  taxation,  while  the  small  holdings  of  the  toiling  masses  whose 
labor  makes  the  investment  of  such  capital  profitable  are  not  allowed  to 
escape  the  eye  of  the  asssessor.  I  would  recommend  this  clause  be 
repealed  or  greatly  modified.-" 

The  legislature,  as  we  have  seen,  did  not  repeal  nor 
modify',  but  instead  added  to  the  exemption.  And  now 
tliuugh  the  latest  decision  of  the  Supreme  Court  does 
modify  it  radically,  yet  the  practical  difficulties  remain. 
Tiiey  are  those  that  were  pointed  out  by  the  Capital  Stock 
Committee  in  1879  when  they  demurred  to  the  opinion  of 
Attorney  General  Edsall.  The  legislature  has  not  provided 
the  assessor  with  power  to  get  statements  from  these  cor- 
porations relative  to  their  capital  stock,  debt  and  so  forth. 
Further,  the  local  assessor  in  order  to  determine  whether 
he  or  the  I'oard  of  Equalization  is  to  assess  the  capital 
stock  of  a  corporation,  must  see  the  charter  or  articles  of 
incorporation.  For  the  Supreme  Court  has  held  that  not 
tlie  l)usin('ss  wliich  a  cor])()ration  can  be  seen  to  be  doing, 
but  the  "j)urpose  for  which  it  was  organized"  as  shown 
by  its  charter,  is  the  test  of  whether  any  given  corporation 
is  or  is  not  to  be  assessed  by  the  Board.-^    A  reference  to 

-^Auditor's  Report  to  Gen.  .\ssembly,   1895,  page  viii. 
-'*Distilling  &  Cattle  Feeding  Co.  vs.  People,  161   111.   loi    (1896). 
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the  pages  of  the  Board's  reports  will  show  that  many  com- 
panies are  assessed  whose  titles  might  suggest  that  they 
were  corporations  of  the  exempted  classes.  On  the  other 
hand  certain  corporations  which  Ave  would  expect  to  find 
on  the  list  are  absent,  as  for  example,  Swift  &  Co.,  Armour 
&  Co.,  and  many  others.  The  character  of  the  charter  rather 
than  the  character  of  the  business  done  by  the  corporation, 
has  been  the  deciding  test.  Common  observation  of  the 
everyday  facts  in  regard  to  the  ultra  vires  business  done 
by  corporations,  is  enough  to  convince  anyone  that  to  de- 
cide the  method  of  taxing  a  going  concern  solely  by  the 
wording  of  a  charter  which  may  be  outgrown,  which  may 
be  only  on  the  face  of  it  "purely  manufacturing  or  mer- 
cantile, etc.",  is  to  say  the  least,  a  poor  rule  to  use. 

It  is  not  possible  from  the  present  available  informa- 
tion to  make  even  an  estimate  of  the  extent  to  which,  from 
1879  to  the  present,  capital  invested  in  such  enterprises  as 
these  has  been  exempt  from  taxation  on  capital  stock. 
Not  even  the  number  of  corporations  doing  business  in  the 
State  during  a  given  year  may  be  learned  from  the  govern- 
ment archives.  In  1901  a  law  was  passed  requiring  annual 
reports  from  all  corporations,  but  it  is  not  enforced.  To 
1909  the  records  of  the  Secretary  of  State  show  that  70,000 
corporations  have  been  chartered  in  this  state.--^  The  Board 
of  Equalization  in  1902,  1903,  and  1904,  published  in  their 
Proceedings  a  tabulated  list  of  all  those  corporations  which 
they  found  to  be  exempt  from  their  jurisdiction.  There 
were  1504,  1801  and  2585  respectively  in  the  three  years. 
In  1903  the  Board  also  tabulated  each  one's  authorized 
capital  stock.  The  total  for  1801  companies  is  no  less  than 
1283,000,680.  This  is  the  par  value  only.  It  is  safe  to 
assume  that  those  companies  whose  stock  was  above  par 
more  than  offset  those  whose  stock  was  below  par.  And  the 
total  sum  of  capital  that  was  not  taxed  under  (lie  ''(•i)ri)or- 
ate  excess"  method  in  that  year  no  doubt  would  be  enor- 
mously larger  if  we  might  know  what  the  capital  stock 

25Letter  from  Secretary  of  State,"  April  2Z,  IQOQ- 
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was  of  the  great  number  of  corporations  that  did  not 
report  at  all  to  the  Board.  If  only  one-fourth  of  the  cor- 
porations that  have  been  chartered  in  this  State  are  still 
doing  business,  there  must  have  been  ten  thousand  cor- 
porations in  1903  which  might  have  been  added  to  the  list  of 
1801  published  by  the  Board.  In  the  following  table  are 
some  of  the  corporations  that  appear  on  the  list. 


N.  Y.  Biscuit  Co $10,000,000 

N.  K.  Fairbanks  Co 2,000,000 

Todd  Cotton  Harvester  Co 2,000,000 

Spring  Valley  Coal  Co 2,500,000 

U.  S.  Sugar  Refining  Co 2,000,000 

•Western  Electric  Co 15,000,000 

American  Biscuit  &  Mfg.  Co 10,000,000 

Chicago,  Milwaukee,  Inland  Lake  Traction  Co 50,000 

Mathews  Humane  Stock  Trans.  Co 2,000,000 

Lyon  Cypress  Lumber  Co 2,000,000 

Inland  Steel  Co 2,000,000 

Illinois  Steel  Co 5,000,000 

Gottfried  Brewing  Co 1,000,000 

Chicago  Western  Elevated  R.  R.  Co 5,000,000 


The  above  corporations  were  not  taxed  a  penny  on 
their  capital  stock.  But  laundry  companies,  livery  com- 
panies, paving  companies,  restaurant  companies,  team- 
ing companies  and  many  others  to  tlie  total  number  of 
1104  were  taxed  on  tlieir  capital  stock.  It  must  be  appar- 
ent to  the  reader  that  the  present  laws  which  exempt  cer- 
tain classes  of  corporations  from  the  "corporate  excess" 
method  of  assessment  have  produced  a  situation  of  gross 
ine(|uality  niiiong  corporations  of  practically  the  same 
classes.  And  it  would  appear  that  the  larger  corporations 
have  an  advantage  over  many  of  the  smaller  ones. 

A  more  defensible  case  remains  to  be  discussed.  In 
1879  the  general  assembly  enacted  a  general  act  for  the 
inc()r])<)i-ati()n  of  lioineslead  loan  associations  on  the  co- 
operative plan.  Until  1891  these  were  assessed  by  the 
I'oard  of  K(iualization.     P>ut  in  1887  and  in  1891  the  law 
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was  amended-^  so  as  to  exempt  their  stock  from  taxation.-^ 
In  1891  the  Board  of  Equalization  began  to  omit  the 
assessment  of  their  capital  stock.  But  the  Supreme  Court 
in  1894  declared  the  exemption  to  be  unconstitutional-^ 
and  the  legislature  made  another  attempt  to  accomplish 
the  desirefd  end  in  1895.  Instead  of  distinctly  exempting 
homestead  loan  stock  shares,  they  revised  the  method  of 
listing  and  valuing  such  stock  in  a  way  that  practically 
leaves  the  capital  stock  exempt.  Sections  27,  28,  and  29 
of  the  revenue  law  of  1872  make  provision  for  the  listing 
of  credits;  to  these  sections  the  legislature  added  sections 
29a,  29b,  29c,  and  29d.     The  sections  are  as  follows: 

29a.  The  stockholders  of  every  mutual  building,  loan  and  home- 
stead association  for  the  purpose  of  building  homesteads  and  loaning 
money  to  the  members  thereof  only,  whether  such  association  is  organized 
under  the  laws  of  this  state  or  of  any  other  state  or  territory  of  the 
United  States,  shall  list  for  taxation  with  the  local  assessor  where  such 
stockholders  reside,  the  number  of  shares  of  stock  of  such  association 
owned  by  each  of  them  respectively  and  the  value  thereof  on  the  first 
day  of  April  in  each  year,  and  the  same  shall  be  assessed  against  such 
stockholders  and  the  taxes  thereon  collected  in  the  same  manner  as  on 
other  personal  property. 

29b.  The  shares  of  stock  of  all  stockholders  residing  without  this 
State  of  such  associations  shall  be  assessed  by  the  local  assessors  where 
such  associations  are  located,  and,  for  the  purpose  of  collecting  taxes  there- 
on, a  lien  is  hereby  created  upon  such  stock. 

29c.  In  determining  the  value  of  such  stock  for  the  purpose  of  tax- 
ation the  value  of  the  real  estate  owned  by  such  association  shall  be  first 
deducted  from  their  assets  and  such  real  estate  shall  be  assessed  in  the 
manner  now  provided  by  law. 

29d.  The  shares  of  stock  and  property  of  every  sucli  mutual  build- 
ing, loan  and  homestead  association  shall  be  assessed  as  herein  provided 
and  not  otherwise. 

This  is  tlie  law  at  present.     In  1901   the   following 

-•"'Laws  of  Illinois,  1887,  p.  131 ;  laws  of  Illinois,  1891,  p.  89. 

2^"and  all  money  paid  to  such  corporation,  being  at  once  loaned  out 
and  placed  into  taxable  property,  and  the  shares  of  stock  and  notes  pro- 
vided for  in  this  act,  being  simply  evidence  as  to  where  such  money  has 
been  placed,  therefore  such  stock  and  notes  shall  not  be  subject  to 
taxation." 

^sPeople's  Loan  &  Homestead  Ass'n  vs.  Keitli.  153  111..  609  (1894")  — 
"The  notes  and  mortgages  are  credits  belonging  to  the  corporation." 
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proviso  was  annexed:  "Provided  that  no  stock  of  such 
association  wliile  loaned  upon  by  and  pledged  as  security 
to  the  association  issuing  it,  to  an  amount  equal  to  the  par 
value  of  such  stock,  shall  be  subject  to  assessment."  But 
the  Supreme  Court  held  this  was  unconstitutional.^^ 

In  1902  the  Board  of  Review  of  St.  Clair  County 
assessed  the  notes  and  mortgages  of  the  St.  Louis  Loan  & 
Investment  Co.  Tlie  company  appealed  to  the  Auditor,  who 
as  required  by  section  78  of  the  revenue  law  of  1872,  certi- 
fied the  facts  to  the  Supreme  Court.  It  was  held  by  the 
Court  that  the  law  of  1895  was  valid;  and  "where  this 
method  has  been  followed  the  Board  of  Review  has  no 
jiower  to  also  assess  notes  and  mortgages  taken  by  the 
association  for  loans'',-'*  because  tlie  real  estate  was  taxed, 
and  in  determining  the  value  of  the  capital  stock,  pursuant 
to  assessing  eacli  share's  value  to  the  stockholders,  only 
real  estate  was  deducted;  and  hence  loans  and  mortgages 
were  included  in  the  value  of  the  shares.  As  the  Supreme 
Court  has  construed  the  law,  it  appears  that  all  the  home- 
stead loan  corporations  pays  is  a  tax  on  its  real  estate. 
Its  other  ])r(>i)erty,  wliicli  consists  of  capital  stock,  notes 
and  mortgages,  is  taxed  to  the  individual  shareholders, 
in  the  form  of  a  tax  upon  shares  of  capital  stock. 


-^In  re  St.  Louis  Loan  &  Investment  Co.,  194  111.  609  (1902). 


CHAPTER  Y. 

License  and  Examination  Fees  and  "Reciprocal  Taxes". 

In  addition  to  the  taxes  on  property  locally  assessed 
and  on  the  capital  stock  assessments  by  the  State  Board  of 
Equalization,  some  revenue  is  received  from  organization 
and  examination  fees  on  corporations,  and  fi'om  fees  and 
special  taxes  on  insurance  companies. 

Part  1.     Corporation  Fees. 

Before  1870,  such  registration  and  incorporation  fees 
as  were  collected  from  corporations  were  retained  by  the 
Secretary  of  State  or  (after  1848)  the  Auditor  of  State. 
The  Constitution  of  1870,  however,  provided  that  all  fees 
payable  to  any  of  the  executive  officers  sliould  be  paid  into 
the  State  treasur}-.  The  revenue  law  of  1872  authorized 
the  Secretary  of  State  to  make  the  follov.ing  charges : 

Granting    license $i  .00 

Filing  articles  of  association,  incorporation  or  consolidation. .  $1.00 
Issuing  certificate   $1.00 

With  these  small  fees,    the    revenue    was  not  important, 
reaching  a  maximum  of  |33,587.68  for  the  period  1890-92. 

In  1893  a  general  incorporation  fee  of  |25  was  im- 
posed; and  the  revenue  from  corporation  fees  during  the 
next  biennial  period  more  than  doubled  (to  .|74,054,02). 
In  his  report  for  1894,  the  Secretary  of  State  recommended 
that  the  incorporation  fee  should  vary  with  the  amount  of 
capital  stock;  and  the  general  assembly  of  1895  passed 
an  act  establishing  a  sliding  scale  of  charges,  which  is  still 
in  force. 

The  general  law  for  the  organization  of  corporations 
(except  homestead  loan  associations,  religious  associations 
or  corporations,  and  corporations  not  for  pecuniary  profit) 
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provides  tliat  the  foUowiiig  fees  shall  be  paid  to  the  Secre- 
taiy  of  State  as  incorporation  fees: 

If  capital   stock   is   $2500  or   less $25.00 

If  capital  stock  is  between  $2500  and  $5000 50.00 

For  each  additional  $1000  of  capital  stock  over  $5000 i.oo 

For  the  certificate  of  complete  incorporation i.oo 

For  an  increase  of  capital  stock,  for  each  $1000 i.oo 

Thus  for  example  the  fee  to  the  state  for  a  million  dollar 
corporation  is  |1,046.  An  increase  of  capital  stock  of 
1100,000  would  cost  another  flOl.^ 

In  addition  to  the  fees  from  Illinois  corporations,  the 
law  requires  companies  organized  in  other  States  (except 
banking,  homestead  loan,  insurance,  and  railroad  and  tele- 
graph companies  whose  lines  had  been  built  in  Illinois 
previous  to  1809 )  to  pay  the  same  fees  as  if  they  had  organ- 
ized under  the  laws  of  Illinois,  upon  such  a  proportion  of 
their  capital  stock  as  is  represented  by  their  property  in 
the  state.  The  fee  is  determined  by  the  Secretary  of  State 
by  a  consideration  of  the  sworn  statement  required  of  the 
corporation  as  to  the  proportion  of  its  capital  stock  that 
is  to  be  represented  in  Illinois  by  its  property  and  business. 
For  example  if  a  New  Jersej'  corporation  with  a  capital 
stock  of  a  million  dollars  aims  to  use  one-tenth  of  its  capi- 
tal in  Illinois,  it  must  pay  a  fee  equal  to  one-tenth  of  the 
|104G  fee  above  com])uted  for  a  million  dollar  Illinois  cor- 
l)orati()n.  In  1907-1008,  the  Secretary  of  State  collected 
178,421.80. 

('oi'poi-atious  not  for  pecuniary  profit  pay  an  organ- 
ization fee  of  J$10,  and  |>1  for  certificate  with  seal.  Home- 
stead loan  associations,  in  addition,  pay  a  .f2  fee  for  filing 
their  annual  reports  witli  the  Auditor,  also  the  expenses 
and  compensation  of  tlie  Auditor  or  his  deputy  for  examina- 
tion at  least  once  a  year.  Foreign  corjxu'ations  of  this  kind 
at  the  time  llicy  file  application  for  the  privilege  of  doing 
busiues.s  in  the  State  must  ])ay  -foO,  and  also  |25  for  the 
certificate  of  authority  and   125   for   its  annual  renewal. 

iHurd's    Revised    Statutes,    1908.    p.    1076. 
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They  must  also  pay  to  the  Auditor  or  his  deputy,  "his  reas- 
onable compensation  and  expenses''  as  fees  for  the  exami- 
ination  of  the  business.- 

State  banks  are  required  to  pay  the  bank  examiner 
110.00  per  day  and  25  cents  mileage,  and  also  |5.00  for 
filing  the  quarterly  report.  Savings  banks  pay  an  organ- 
ization fee  of  15.00;  and,  if  their  funds  exceed  $100,000, 
their  proportionate  assessment  to  maintain  the  state  bank- 
ing department. 

Such  license  and  examination  fees  are  collected  auto- 
matically when  the  permits,  licenses  or  certificates  are 
issued.  The  increased  corporation  fees  imposed  in  1895 
brought  a  considerable  revenue  to  the  state;  and  at  the 
same  time  are  said  to  have  acted  to  prevent  the  incorpora- 
tion of  fraudulent  concerns.  For  the  biennial  period  1894-6, 
the  collections  were  |178,461.G2,  considerably  more  than 
twice  that  for  the  preceding  two  years.  For  1896-8,  the 
collections  again  more  than  doubled,  to  |388,529.26 ;  and 
for  1898-1900  increased  to  |625,425.79.  Since  then  the 
changes  have  been  more  gradual;  and  for  the  biennial 
period  1906-08,  the  collections  from  corporation  fees  were 
1815,425.89.  This  amount  compares  favorably  with  the 
revenue  from  organization  fees  from  corporations  in  other 
States.  But  it  is  small  in  comparison  with  the  revenue 
of  a  number  of  the  eastern  states  from  special  taxes  le^^ed 
annually  on  corporations,  based  on  capital  stock,  earnings 
or  dividends.  Moreover,  the  assessment  of  capital  stock  of 
Illinois  corporations  by  the  State  Board  of  Equalization 
is  not  of  sufficient  amount  to  produce  any  large  revenue 
either  for  the  state  or  local  authorities. 

Part  2.     Insurance  Companies:  Net  Receipts  and 
''Eec ip roca  1 ' '  7'a .res. 

Domestic  insurance  companies  for  pecuniary  i)rofit 
as  has  been  shown  are  taxed  the  same  as  other  corporations, 

^Kurd's  Revised  Statutes,   1908,  pp.  5-19,  553;  Laws  of  Illinois,   1893, 
p.  86;  1903,  p.  129. 
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on  tlieir  tangible  property  and  their  "corporate  excess". 
Frjiterual  benefit  societies  and  societies  operating  on  the 
assessment  plan  and  mntual  fire  companies,  have  no  capital 
stock  to  be  taxed.    Sec.  13  of  the  revenue  law  provides  that 

the  personal  property  of ..  .insurance  companies...  and  companies 
not  specially  provided  for  in  this  act,  shall  he  listed  and  assessed  in  the 
county,  town,  city,  village  or  district  where  their  business  is  carried  on, 
except  such  property  as  shall  be  liable  to  assessment  elsewhere  in  the 
hands  of  agents. 

This  means  that  insurance  companies  like  individuals 
must,  in  compliance  with  section  25  of  the  revenue  law, 
list  for  local  assessment  all  safes,  office  furniture,  and  other 
such  ])roperty,  all  bonds  and  stocks,  shares  of  stock  of  for- 
eign corporations,  moncv  and  credits,  and  franchises. 
However  an  exception  is  to  be  noted  in  tlie  case  of  do- 
mestic life  insurance  comi)anies.  In  1905  section  13  of  the 
revenue  law  was  amended  as  follows: 

In  computing  the  taxable  property  of  life  insurance  companies 
organized  under  the  laws  of  this  State,  the  value  of  the  real  property  on 
which  the  company  pays  taxes  shall  be  deducted  from  its  net  admitted 
assets  above  liabilities,  as  testified  and  shown  by  the  latest  report  of  the 
Insurance  Superintendent,  and  the  remainder  shall  be  the  amount  of  the 
personal  property  for  which  the  company  shall  be  assessed. 

Tt  was  })rovided  that  this  law  should  not  apply  to 
fraternal  com})anies.  The  writer  is  of  the  opinion  that  the 
above  amendment,  whether  just  and  politic  or  not,  is  clearly 
unconstitutional;  for  in  deducting  liabilities  it  provides  for 
an  exem])tion  of  pro])erty  from  taxation  that  is  not 
authorized  in  the  constitution.  In  fact  an  exemption  which 
on  its  face  seems  far  more  justifiable,  has  recently  been  de- 
clared invalid  upon  tlie  ground  that  it  was  an  exemption 
that  tlie  consiilution  of  Illinois  makes  no  ])rovision  for. 
At  the  same  lime  llini  tlic  al)ove  amendment  was  passed, 
the  general  as.K('iu])ly  also  amended  section  2  of  the  revenue 
law,  which  is  the  section  that  exem])ts  certain  kinds  of 
property,  by  adding  to  the  section  an  additional  clause, 
as  follows : 

Elcvcntli — .All  tlic  money  collected  and  on  hand  within  this  State 
of  every  kind  and  nature  of  fraternal  beneficiary  societies  and  the  subordi- 
nate  lodges   thereof,   which   are   organized  and   exist   or   admitted   to  do 
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business  under  the  laws  of  the  State  of  Illinois,  and  used  exclusivelv  for 
the  purposes  of  such  societies  and  not  for  profit. 

The  next  year  the  Board  of  Review  of  Effingham 
County  refused  to  aHow  the  exemption  of  such  property 
owned  by  the  Supreme  Lodge  of  the  Modern  Fraternal 
Order.  The  Order  appealed  to  the  Auditor,  who  as  tlie 
law  requires,  certified  the  facts  of  the  case  to  the  Supreme 
Court.  That  body  decided  that  the  amendment,  clause 
"Eleventh"  to  section  2  of  the  revenue  law,  is  unconstitu- 
tional. If  these  fraternal  societies  were  "for  charitable 
purposes"'^  the  constitution  would  permit  the  legislature  to 
exempt  their  property  from  taxation;  but  the  Court  held 
that  a  benefit  society  was  not  a  charitable  institution  within 
the  meaning  of  the  constitution,  for  its  contracts  of  insur- 
ance are  based  upon  valuable  considerations  and  are  legal 
and  enforceable  by  law.^  In  a  case  reviewed  by  the  Su- 
preme Court  in  1902,  the  Court  held  that  tlie  fact  that 
orders  had  been  drawn  upon  a  benefit  fund  prior  to  April 
1st  to  pa}'  beneficiaries  of  deceased  members,  does  not 
exempt  the  benefit  fund  from  taxation  even  to  the  extent 
of  such  orders,  if  no  part  of  the  orders  have  actually  been 
paid.^  If  these  liabilities  of  a  fraternal  society  against  its 
benefit  fund  are  not  deductable  from  its  money  and  credits 
at  assessing  time,  how  can  the  law  of  1905  be  justified 
which  provides  that  the  old  line  life  compam-  shall  deduct 
its  liabilities  (wiiich  of  course  include  claims  unpaid) 
from  its  assets  in  listing  its  personal  property? 

In  the  last  chapter,  in  discussing  the  efficiency  of  the 
State  Board  of  Equalization,  it  is  sliown  that  under  the 
present  division  of  assessment  between  the  local  assessors 
and  the  State  Board,  domestic  insurance  companies  are  not 
well  assessed  for  the  general  property  tax. 


"See  wording  of  Constitution. 

*Sup.  Lodge  Mod.  Am.  Fraternal  Order  vs.  Bd.  Rev.,  223  111.  54, 
/1906). 

^State  Council  of  Catholic  Knights  of  Illinois  vs.  Board  of  Review 
of  Effingham  County,  198  111.,  441  (1902). 
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Insurance  companies  do  not  pay  the  same  fees  for 
incorporation  as  do  business  corporations  in  general;  but 
each  class  of  insurance  company  is  required  to  pay  fees 
provided  for  in  the  act  under  which  it  seeks  to  do  busi- 
ness. The  State  receives  a  large  revenue  from  these  fees 
connected  with  the  incorporation  and  regulation  of  insur- 
ance companies,  both  from  the  old  line  companies  and  from 
the  assessment  companies. 

In  1869  the  insurance  laws  were  revised  and  a  com- 
plicated scheme  of  license  taxes  was  imposed.  Life  insur- 
ance companies  were  distinguished  from  fire,  marine  and 
inland  navigation  insurance  companies.  Since  1870  there 
has  been  passed  a  good  deal  of  additional  legislation  im- 
posing license  fees,  at  varying  rates,  on  different  classes  of 
insurance  companies — such  as  local  and  mutual  companies 
(1872,  1877  and  1887),  beneficial  and  fraternal  societies 
(1883  and  1893),  tornado  companies  (1889),  and  accident, 
surety  and  casualty  companies  (1899  and  1905).  By  act 
of  1909  fire  insurance  companies  are  required  to  pay,  in 
addition  to  taxes  previously  imposed,  not  exceeding  one- 
fourtli  of  one  per  cent  of  their  gross  premium  receipts,  as  a 
fund  for  the  maintenance  of  the  office  of  state  fire  marshal. 

For  convenience  and  comparison  the  fees  required  of 
foreign  companies  of  the  same  class  as  domestic  companies 
doing  business  in  this  State  are  included  in  the  following 
statement  of  existing  license  fees  on  insurance  companies. 

Fire,  marine  and  inland  navigation  companies  of  Illi- 
nois pay  an  incorporation  fee  of  .|30 ;  foreign  companies 
of  the  same  kind  paying  a  like  sum  for  filing  their  declar- 
ation and  charter ;  and  for  the  examination  of  and  appraisal 
of  the  securities  that  they  put  up  with  the  insurance 
department,  foreign  companies  pay  the  expense;  for  cer- 
tificate of  authority  to  agents,  Illinois  companies  pay  |.50, 
foreign,  .|2;  for  filing  annual  statements  both  domestic  and 
foreign  companies  pay  |10;  for  filing  copy  of  papers,  per 
folio  1 .20  and  for  afiixing  seal  to  the  same  |1 ;  for  examina- 
tion of  company's  financial  condition  whenever  the  Super- 
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intendent  of  Insurance  deems  it  necessary,  the  company 
must  pay  the  exx)enses. 

Surety  companies,  casualty  companies,  and  mutual 
burglary  and  casualty  companies  pay  the  same  fees,  ex- 
cept that  the  latter  pay  $30  for  the  fee  for  tiling  the  an- 
nual report  instead  of  |10;  also  a  license  tax  of  two  per 
cent,  on  gross  premium  receipts/' 

County  fire  (mutual)  companies  pay  an  incorporation 
fee  of  |10  and  annual  fee  of  -fl  for  filing  a  statement  as 
required  by  law.  Township  fire  and  lighting  (mutual), 
mutual  wind,  cyclone  and  tornado,  and  farmers'  county 
mutual  Mac  stock  companies  each  pay  an  incorporation  fee 
of  |10  and  fl  for  an  annual  renewal  of  certificate  to 
continue  business. 

Life  insurance  companies  pay  an  incorporation  fee 
of  |30;  foreign  companies  paying  an  admission  fee  of  the 
same  amount,  must  also  pay  a  fee  of  three  cents  on  each 
flOOO  of  valuation  of  policies  underwritten  by  tliem;  for 
certificate  both  domestic  and  foreign  companies  pay  |2; 
for  filing  copy  of  papers,  per  folio  |.20,  and  $1  for  sealing 
same  and  certifying  it;  for  certificate  of  securities  de- 
posited with  the  Auditor,  a  fee  of  |.50;  and  |.25  for  attach- 
ing such  certificate  to  the  policy;  also  to  pay  tlie  expenses 
incurred  by  the  department  of  insurance  in  examining  any 
company's  financial  condition.  The  same  fees  are  paid 
by  accident  life  companies,  except  that  there  is  no  provis- 
ion for  the  registration  of  securities  (the  |.50  and  $.25 
fees  above).  Life  and  accident  companies  doing  business 
on  tlie  assessment  plan  pay  |20  fees,  instead  of  |30,  to  start 
Imsiness;  otlier  fees  are  as  above.  Fraternal  life  and  acci- 
dent societies  pay  fS  for  certificate  of  authority  to  do  in- 
surance business  of  that  kind;  but  foreign  companies  of 
like  kind  pay  $10.  In  1905  a  law  was  passed  providing  for 
mutual  companies  against  loss  to  members  in  consequence 


°The  Insurance  Superintendent  under  date  of  ^March  23,  1909,  writes 
that  no  companies  of  the  latter  kind  are  doing  business  in  Illinois ;  and  that 
this  two  per  cent,  tax  is  obviously  as  invalid  as  the  two  per  cent  tax  of  1899. 
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of  accident  to  employees.  These  companies  are  left  outside 
the  regular  jurisdiction  of  the  Insurance  Department;  but 
foreign  companies  are  required  to  pay  an  admission  fee 
of  1100. 

In  the  taxation  of  foreign  insurance  companies,  Illi- 
nois taxes  not  only  corporations  but  also  Joint-stock  com- 
panies, partnerships  and  individual  insurers,  by  the  same 
laws.  The  right  to  do  this  was  sustained  by  the  United 
States  Supreme  Court  in  deciding  a  case  brought  to  it  by 
the  Liverpool  Insurance  Company  of  England,  appealing 
from  the  decision  of  the  Massachusetts  courts.' 

The  general  property  taxes  paid  by  these  companies 
are  the  same  as  already  shown  for  domestic  companies,  with 
the  exception  of  a  special  provision  in  the  revenue  law 
under  Avliich  the  net  premium  receipts  of  foreign  insurance 
companies,  other  than  life,  are  assessed  and  taxed  as  per- 
sonal property.  It  is  of  interest  to  follow  the  historical 
development  of  this  tax. 

As  early  as  1844  a  three  per  cent,  license  tax  was  levied 
on  the  gross  prendum  receipts  of  foreign  insurance  com- 
panies.^ This  was  paid  to  the  clerk  of  the  County  Commis- 
sioner's Court  every  six  months  and  by  him  forwarded  to 
the  State  Treasurer.  It  was,  in  the  words  of  the  statute, 
^^to  be  considered  as  revenue  of  the  State,  ;uid  by  the  State 
Treasurer  paid  out  as  such."  It  was  purely  a  state  tax. 
The  idea  was  probably  borrowed  from  the  Eastern  States. 
New  York  in  1824  began  to  tax  foreign  fire  companies  ten 
per  cent,  of  their  gross  annual  premium  collections  in  New 
York;"  in  1829  the  application  of  the  law  was  extended  to 
marine  companies ;  in  1837  the  rate  was  reduced  to  two  per 
cent.  Maryland  in  1839  imposed  a  two  per  cent  tax.  Our 
Illinois  Legislature  in  1843  evidently  expected  difficulty  in 
enforcing  their  three  per  cent,  tax  on  gross  premiums, 
since  they  provided  in  the  statute   that  the  penalty  for 


"Liverpool  Ins.  Co.  vs.  Massachusetts,  lo  Wallace,  566  (1870). 
sLaws  of  111.,  1843,  p.  165. 
■'Seligman,  Essays  on  Taxation,  p.  150. 
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withholding  any  of  tlic  tax,  was  tlie  infliction  of  a  tine 
equal  to  double  the  amount  withheld;  and  half  was  to  go  to 
the  informer.  The  law  does  not  seem  to  have  gone  into 
effect  till  1844,  and  never  to  have  been  very  productive  of 
revenue.  The  following  table  shows  the  revenue  under  the 
law  while  it  was  in  force: 

1844  $  56.55 

1845  58.44 

1846  .". 554-68 

1847  208.07 

1848  877.94 

1849  &  1850 1269.68 

1851  92585 

1852  184.40 

1853  1767 

The  constitutionality  of  this  method  of  taxing  foreign 
insurance  companies  was  tested  in  the  Supreme  Court  of 
Illinois  in  1852.^*^  The  case  was  a  notable  one  in  the  history 
of  litigation  relative  to  the  taxation  of  corporations.  First, 
it  was  argued  that  the  law  was  a  violation  of  the  "com-, 
merce  clause"  of  the  constitution  of  the  United  States,  in 
that  it  was  a  regulation  of  commerce  among  the  states. 
But  the  Court  held,  lliat  issuing  insurance  policies  was  not 
commerce  within  tlie  meaning  of  the  "commerce  clause", 
and  therefore  the  law  was  constitutional.  The  decision  on 
that  point  has  been  sustained  by  a  series  of  United  States 
Supreme  Court  decisions."  Second,  it  was  argued  that 
the  law  violated  the  "uniformity  clause"  in  the  Illinois 
constitution,  Avhich  provided  that  "the  mode  of  le^wing  a 
tax  shall  be  by  valuation,  so  that  every  person  shall  pay  a 
tax  in  proportion  to  tlie  valuation  of  the  property  which  he 
or  she  may  have  in  his  or  her  possession."^-  But  it  was 
held  by  the  court  that  the  tax  on  foreign  insurance  com- 
panies was  a  license  tax,  even  though  the  Clerk  issued  no 

loPeople  vs.  Thurber,  13  111..  554  (1852). 

"Paul  vs.  Virginia,  8  Wallace,  168  (1868);  Hooper  vs.  California, 
155  U.  S.,  648  (1894)  ;  X.  Y.  Life  Ins.  Co.  vs.  Cravens,  178  U.  S.  (1900)  ; 
Nutting  vs.  Massachusetts,  183  U.  S..  553  (1901). 

i^Conscitution  of    1818.   Art.   VIII,   Sec.  80. 
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licenses,  and  it  was  therefore  not  a  tax  within  the  meaning 
of  the  section  of  the  constitution  cited. 

Tlic  next  rear,  1853,  the  general  assembly  provided  a 
new  revenue  law  under  the  i)Ower  provided  in  the  constitu- 
tion of  1848.  Section  32  of  that  law  prescribed  the  method 
of  listing  tlie  real  and  personal  property  yf  railroads,  turn- 
pike, plank  road,  insurance,  telegraph,  and  other  joint  stock 
companies,  except  corporations  whose  taxation  was  specific- 
ally provided  for  by  law.  But  the  section  ended  witli  the  im- 
portant proviso,  that  every  agency  of  an  insurance  com- 
pany, incorporated  by  the  authority  of  any  other  state  or 
government,  should  return  to  the  assessor  of  the  county  in 
which  the  office  or  agency  of  the  company  was  kept,  in  the 
month  of  May,  annually,  th(^  amount  of  the  gross  receipts 
of  the  agency,  which  was  to  be  entered  on  the  tax  list  of 
the  county,  and  be  subject  to  the  same  rate  of  taxation  for 
all  purposes  that  other  personal  property  was  subject  to 
at  the  place  where  located. ^-^ 

The  changes  to  be  noted  are  three ;  first,  that  the  gross 
premium  receipts  by  the  law  of  1853  were  to  be  taxed  not 
under  the  State  power  to  levy  a  license  tax  on  business 
done  by  a  foreign  corporation  as  from  1843  to  1853,  but 
under  its  general  power  to  tax  the  i)roperty  of  persons  and 
corporations;  second,  that  the  property  of  foreign  insur- 
ance companies  in  tlie  shape  of  premium  receipts  was  to  be 
assessed  not  on  the  basis  of  the  amount  on  liand  on  May 
1st,  but  of  the  amount  collected  for  the  entire  year  pre- 
ceding May  1st ;  third,  this  assessed  valuation  was  to  be 
subject  to  the  county  and  otlier  local  tax  rates  as  well  as 
to  tlie  State  tax  rate.  This  was  the  method,  in  general,  of 
taxing  foreign  insurance  com])anies  until  1869.  However, 
in  addition,  several  cities  in  their  special  charters  during 
this  time  were  granted  ])ower  to  tax  and  regulate  foreign 
insurance  coiu]»anies.  l<^»r  example,  Chicago  levied  a  two 
per  cent,  gross  ])reiinuiii  receipts  tax.  Tlie  tax  from  the 
fire   comitanics   was   used    exclusively    to   ])romote  the  ef- 

^•'Revised  statutes,  1857,  p.  1037. 
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ficiency  of  the  tire  department,  and  for  the  disal)led  tire- 
men's  fund;  that  from  the  marine  companies,  for  the  im- 
provement of  the  river  and  Iiarbor;  that  from  tlie  life 
companies,  for  tlie  improvement  of  sanitary-  conditions.^"* 
In  1865  the  legislature  provided  that  this  special  tax  "for 
cit}'  or  local  purposes''  on  anv  life  insurance  company  was 
to  be  no  longer  permitted  to  the  cities,  but  their  right  to 
tax  fire  and  marine  companies  was  not  withdrawn. ^^ 

In  18G8  the  general  agent  of  a  New  York  insurance 
company  resisted  the  collection  of  the  general  property 
tax  upon  the  gross  premium  receipts  of  his  agenc}^  on  the 
ground  that  the  law  of  1853  was  unconstitutional.  The 
Supreme  Court  of  Illinois  sustained  the  validity  of  the 
law^*^  and  the  insurance  company  appealed  to  the  United 
State  Supreme  Court.  There  it  was  argued  that  the  law 
violated  the  constitution  of  the  United  States,  which  pro- 
vides that  "'the  citizens  of  each  state  shall  be  entitled  to  all 
the  privileges  and  immunities  of  citizens  of  the  several 
states."^'  But  the  Court  held  that  a  corporation  is  not  a 
citizen  within  the  meaning  of  the  word  as  used  in  that 
particular  section  of  the  Constitution,  and  hence  the  Con- 
stitution was  not  violated  by  the  Illinois  law  in  question. 
Second  it  was  argued  that  the  law  violated  the  principle 
of  comity  between  states  in  that  it  discriminated  between 
domestic  and  foreign  corporations.  But  the  Court  held 
that  comity  between  states  is  not  obligatory  when  declared 
to  be  contrary  to  public  policy,  and  that  the  state  may  dis- 
criminate between  domestic  and  foreign  corporations,  even 
though  it  may  not  do  so  between  natural  persons  or  prop- 
erty. Hence  the  law  in  question  was  not  unconstitutional.^^ 

The  statutory  basis  of  the  present  methods  of  taxing 
receipts  of  foreign  insurance  companies,  was  laid  in  1869. 

i*Private  laws  of  Illinois,  1863,  p.  98. 
i^Laws  of  Illinois,  1865,  p.  88. 
isDucat  vs.  City  of  Chicago,  48  III,  172  (1868). 
''Const,  of  U.  S.,  Art.  IV,  sec.  2. 

isDucat  vs.   City  of  Chicago,  10  Wallace  410  (1870),   following  Paul 
vs.  Virginia,  8  Wallace  168   (1868). 
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It  was  founded  on  the  constitution  of  1848.  Since  those 
sections  of  tlie  revenue  article  of  the  constitution  of  1848 
which  delegated  and  defined  the  taxing  power  of  the  legis- 
lature, were  practically  transferred  bodily  to  the  constitu- 
tion of  1870,  it  was  not  necessary  at  the  time  of  the  general 
revenue  act  of  1872  to  reenact  or  revise  the  insurance  laws 
of  1869,  in  regard  to  taxation. 

The  legislature  had  in  that  yenr  passed  two  general 
acts  for  the  incorporation  of  insurance  companies  in  Illi- 
nois; one  on  March  11th,  1869,  for  fire,  marine  and  inland 
navigation  insurance  companies;  the  other  on  March  26th, 
for  life  insurance  companies.  Both  acts  are  still  in  force. 
Neither  of  the  two  statutes  contains  sections  providing 
special  corporation  taxes  on  domestic  companies,  except 
fees;  but  both  contain  sections  providing  for  the  taxation 
of  foreign  companies  on  premium  receipts  and  also  for  tax- 
ing them  by  the  so-called  "reciprocal"  taxes.  The  act  rela- 
tive to  fire,  marine  and  inland  navigation  companies  con- 
tains a  section,  section  30,  which  provides  for  the  taxation 
of  foreign  companies  on  their  net  receipts,  instead  of  on 
their  gross  receipts,  as  fi'om  1853  to  1869.^ '^  The  language 
of  the  statute  was  indefinite  as  to  the  time.  The  Auditor 
in  1873  interpreted  it  to  mean  that  net  receipts  like  money 
or  any  other  sucli  form  of  personal  property  were  to  be 
returned  only  to  the  amount  that  was  on  hand  on  the  first 
day  of  May.-"  But  he  was  mistaken.  In  1879  the  law  was 
amended  so  as  to  read  plainly  "net  receipts  of  such  agency 
for  the  preceding  year."  In  1874  the  Supreme  Court  held 
that  a  company  was  taxable  on  premiums  in  course  of  col- 
lection (and  on  its  reassurance  reserve.)-^  In  1905  the 
Supreme  Court  defined  net  receipts  to  mean  "gross  receipts 
less  operating  ex])enses,  not  including  tire  losses,  and 
[does]   not    [mean]  net  profits."--     Section  30  of  the  gen- 

^^Laws  of  Illinois,  1869,  p.  228. 

"°Report   to  Gen.   As.seml)ly.   1873,  vdl.    TIT.   p.  652,  copy  of  letter  to 
Ducat. 

2iRepublic  Life  Insurance  Co.  vs.  Pollak,  75  111.  292  (1874). 
--National  Fire  Insurance  Co.  vs.  Hanberg,  215  111.  378  (1905). 
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eral  act  for  incorporating  fire  companies  reads  as  follows: 

Sec.  30.  Every  agent  of  any  insurance  company  incorporated  by  the 
authority  of  any  other  state  or  government,  shall  return  to  the  proper 
ofificer  of  the  county,  town  or  municipality  in  which  the  agency  is  estab- 
lished, in  the  Month  of  Maj-,  annually,  the  amount  of  the  net  receipts 
of  such  agency  (for  the  preceding  year)^^  which  shall  be  entered  on  the 
tax  lists  of  the  county,  town  and  municipality,  and  subject  to  the  same 
rate  of  taxation  for  all  purposes,  state,  count}-,  town  and  municipal  that 
other  personal  property  is  subject  to  at  the  place  where  located,  said 
tax  to  be  in  lieu  of  all  town  and  municipal  license ;  and  all  laws  and  parts 
of  laws  inconsistent  herewith  are  hereby  repealed :  Provided,  that  the 
provisions  of  this  section  shall  not  be  construed  to  prohibit  cities  having 
an  organized  fire  department  from  levying  a  tax  or  license  fee,  not 
exceeding  two  per  cent.,  in  accordance  with  the  provisions  of  their  re- 
spective charters,  on  (the)-"^  said  gross  receipts  (of  such  agency), -^  to  be 
applied  exclusively  to  the  support  of  the  fire  department  of  such  city.-^ 

This  section  was  slightly  amended  in  1879  so  as  to 
express  in  exact  words  the  meaning  which  had  been  in- 
tended by  the  legislature  in  1869.  The  amendments  are 
indicated  above  in  the  parentheses. 

This  same  law  of  1869  provided  for  a  continuance  of 
the  charter  rights  of  certain  cities  to  levy  a  two  per  cent, 
license  tax  on  the  gross  receipts  of  foreign  fire  companies, 
for  the  benefit  of  their  fire  departments.^^  This  right  had 
been  granted  to  those  cities  only  which  had  some  sort  of 
organized  fire  protection.  In  1872  the  general  act  for  the 
incorporation  of  cities  contained  a  provision  of  the  same 
kind.^s  In  1895  an  act  was  passed  extending  this  power  to 
all  cities  whether  organized  under  the  general  incorpora- 
tion act  of  1872  or  under  some  previously  passed  special 
act.2^  It  was  for  the  benefit  no  doubt  of  those  cities  which 
had  received  their  charters  before  1872  and  had  not  been 
granted  power  to  license  and  tax  insurance  companies. 
Since  1872  they  had  come  to  have  organized  fire  depart- 
ments and  therefore  to  be  eligible  to  have  such  taxing 
power.     By  surrendering  their  old  charters  they  would 

23Law  of  1869  did  not  contain  words  inclosed  in  parentheses. 

-^Laws  of  Illinois,  1869,  sec.  30,  p.  228. 

25Laws  of  Illinois,  1872,  p.  245. 

26Laws  of  Illinois.  1895,  p.  104. 
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have  been  able  to  come  under  the  general  act  of  1872  and 
have  the  coveted  taxing  power.  But  thej  did  not  care  to 
surrender  their  old  cliarters;  so  they  gained  their  point  by 
getting  the  law  of  1895  passed. 

It  must  be  noted  that  foreign  life  insurance  com- 
panies in  contra-distinction  to  foreign  fire  companies,  are 
not  required  to  list  their  net  receipts  for  assessment  and 
taxation  under  the  general  property  tax  of  the  State.  In 
1896  a  life  company  attempted  to  evade  other  taxes  imposed 
by  the  Auditor  by  returning  its  net  receipts  as  personal 
property  and  then  claiming  that  it  had  complied  with  the 
revenue  law.  But  the  Supreme  Court  held  that  the  law 
of  1869  in  regard  to  taxing  net  receipts  did  not  apply  to 
life  companies."' 

Reciprocal  Taxes 

Mention  must  now  be  made  of  a  new  feature  which  was 
added  to  the  Illinois  method  of  taxing  foreign  insurance 
companies  by  the  law  of  1869,  a  feature  whicli  is  retained 
to-day,  namely,  the  so-called  "reciprocal  taxes".  Since  the 
wording  of  the  law  is  necessary  to  a  clear  understanding 
(»f  its  constitution,  tlie  section  is  given  in  full. 

Sec.  29.  Whenever  the  existing  laws  of  any  state  of  the  United 
State,  or  any  other  kingdom  or  country,  shall  require  of  insurance  com- 
panies incorporated  by  or  organized  under  the  laws  of  this  state,  and 
'.having  agencies  in  such  other  states,  kingdom  or  country,  for  the  pro- 
tection of  the  policy  holders  or  otherwise,  any  payment  for  taxes,  fines, 
penalties,  certificates  of  authority,  license  fees  or  otherwise,  greater  than 
the  amount  required  for  such  purposes  from  similar  companies  of  other 
states  by  the  then  existing  laws  of  this  state,  then  and  in  every  case, 
all  companies  of  such  states  establishing  or  having  heretofore  established 
an  agency  or  agencies  in  the  state,  shall  be  and  are  hereby  required  to 
make  the  same  deposit,  for  a  like  purpose,  with  the  Auditor  of  this  state, 
and  to  pay  to  the  Auditor,  for  taxes,  fines,  penalties,  certificates  of  au- 
thority, license  fees,  and  otherwise  an  amount  equal  to  the  amount  of 
such  charges  and  payments  imposed  by  the  laws  of  such  states  upon  the 
companies  of  this  state  and  the  agents  thereof:  Provided  that  the  pay- 
ment required  of  such  foreign  companies  shall,  in  no  case,  be  less  than 
required  by  this  act. 

-"Union  Central  Life  Ins.  Co.  vs.  Durfee,  164  111.  1S6  (1896). 
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To  the  every  day  reader,  this  section  of  the  insurance 
law  means  that  if  another  state  or  country  taxes  Illinois 
companies  in  any  way  higher  than  the  companies  of  that 
state  or  country  are  taxed  in  Illinois  then  the  Illinois 
Auditor  of  Public  Accounts  (the  Insurance  Superintendent 
since  1894)  shall  impose  like  taxes  upon  the  companies 
from  that  state  or  country.  But  the  Supreme  Court  has 
held  an  interpretation  which  is  far  more  stringent.  For 
example,  in  1886  Louisiana  passed  a  law  providing  that 
foreign  companies  whose  gross  premiums  were  between 
120,000  and  |30,000  should  pay  a  license  fee  of  |400.  No 
Illinois  company  was  doing  insurance  business  nor  had 
been  doing  insurance  business  in  the  state  of  Louisiana. 
Nevertheless  Auditor  Swigert  proceeded  to  le\y  a  "recip- 
rocal tax"  upon  a  Louisiana  company  doing  business  in 
Illinois.  He  did  so  on  the  ground  that  the  mere  passage 
of  a  law  by  Louisiana  purposing  to  tax  foreign  companies, 
was  sufficient  reason  for  retaliation  by  Illinois.  Our  Su- 
preme Court  sustained  Auditor  Swigert  in  his  interpreta- 
tion of  the  law.-^ 

The  constitutionality  of  the  "reciprocity  clause"  was 
passed  upon  in  1882.  The  case  was  as  follows.  The  State 
of  New  York  in  1880  enacted  a  law  taxing  foreign  compan- 
ies eight-tentlis  of  one  per  cent,  on  insurance  premium  r('- 
ceipts  (other  than  life  and  mutual  benefit).  January 
1st,  1882,  Auditor  Swigert  of  Illinois  by  autliority  of  the 
"reciprocity  clause"  of  the  law  of  1800,  which  up  to  that 
time  had  never  l^een  invoked,  imposed  a  like  tax  n])()n 
New  York  companies  for  the  year  1881.  They  paid  undiH* 
protest  and  sued  for  recovery,  the  case  at  last,  in  L882, 
reaching  the  Supreme  Court.  Counsel  argued  (1)  that  the 
"reciprocal  provision"  was  unconstitutional  in  that  it 
amounted  to  a  delegation  of  Illinois  legislative  power  (the 
power  of  levying  taxes)  to  the  New  York  legislature.  lUit 
tlie  Court  lield  that  it  was  not  a  delegation  of  power  even 

28Germania  Ins.  Co.  vs.  Swigert.  128  III.  2^7  (1889)  ;  reaffirmed,  Union 
Central  Life  Ins.  Co.  vs.  Durfee,  164  111.  186  (1896). 
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though  the  operatiou  of  the  "reciprocal"  provision  was 
contingent  on  the  enactment  of  possible  laws  in  other 
states.  Counsel  for  insurance  company  argued  (2)  that 
the  law  had  been  a  dead  letter  for  twelve  years.  But  the 
Court  held  that  the  fact  that  no  occasion  had  occurred  for 
its  use  was  no  argument  against  its  vitality  and  validity'. 
(3)  It  was  contended  that  since  New  York  companies  were 
taxed  this  8/10  of  1  per  cent,  while  other  foreign  com- 
panies were  not,  that  it  was  a  violation  of  the  Illinois  con- 
stitution which  provides  that  taxes  on  corporations  shall  be 
uniform  as  to  class.  But  the  Court  held  that  by  the  ex- 
press provisions  of  the  "reciprocity  clause",  companies  of 
such  foreign  states  (as  New  York)  are  "constituted  a  dis- 
tinct class  for  the  purposes  of  assessment  and  taxation 
here."-^ 

That  this  law  might  have  been  enforced  during  its 
twelve  year  fallow  period  if  the  Auditor  had  set  about  it, 
may  be  inferred  from  a  remark  of  the  Attorney  General  in 
1882  in  his  report  to  the  General  Assembly.  "Under  this 
decision'',  referring  to  the  above,  "and  through  the  vigil- 
ance of  the  Auditor  a  considerable  revenue  will  be  obtained 
for  the  state  that  has  heretofore  been  lost."^*^*  This  may  be 
indicated  also  in  a  statistical  way.  Ever  since  1872  the 
Auditor,  as  re(iuired  by  law,  has  reported  the  fees  collected 
from  insurance  companies.  While  he  does  not  give  separ- 
ate account  of  those  taxes  collected  from  foreign  companies 
under  this  "reciprocal  tax",  a  bulge  in  the  returns  about  the 
time  of  this  decision  in  1882  and  thereafter  indicates  the 
presence  of  "reciprocal"  taxes  in  the  sums. 

The  revenue  from  insurance  fees  for  tlie  biennial 
period  1870-72  was  121,972.05;  and  tlie  revenue  from  this 
source  increased  but  slowly  to  |4G,074.95  for  1880-82.  With 
tlie  enforcement  of  tlie  "reci])rocal  taxes"  from  foreign  com- 
panies in  the  next  biennium  there  was  a  marked  increase  to 
1168,131.30;  and  since  then  tlie  revenue  from   insurance 

29Home  Ins.  Co.  vs.  Swigert,  104  111.  653  (1882). 
soRep.  to  Assembly,  1882,  vol.  I.     Att'y  Gen.,  p.  13E. 
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companies  has  continued  to  increase  rapidly.  In  the  two 
years  1894-6,  the  revenue  amounted  to  |328,475.42;  for 
1900-02  it  was  more  than  |600,000 ;  and  for  the  past  few 
years  has  averaged  about  |500,000  a  year.  Whatever  may 
be  thought  of  the  incidence  or  the  equity  of  the  "reciprocal 
tax"  on  foreign  insurance  companies,  it  is  a  productive  tax. 

Up  to  1893,  the  insurance  fees  and  taxes  were  collected 
by  the  Auditor  of  State.  In  that  year  a  separate  Insur- 
ance Department  was  established  under  the  direction  of 
the  Superintendent  of  Insurance,  who  collects  the  revenue 
and  pays  it  over  to  the  State  Treasurer.  A  comparison  of 
the  collections  rejDorted  by  the  Insurance  department  with 
the  amounts  paid  over  to  the  State  Treasurer,  shows  that 
up  to  1904,  the  latter  amounts  for  each  fiscal  biennium 
corresponded  with  the  collections  for  the  two  calendar 
years  ending  the  preceding  December.  In  the  biennial 
period  ending  Sept.  30,  190G,  the  treasury  receipts  appear 
to  include  the  collections  for  the  three  calendar  years  1904, 
1905  and  1900,  as  well  as  some  refunds  by  a  former  Super- 
intendent of  Insurance.  During  1906-08,  the  treasury 
receipts  include  some  further  refunds  of  the  same  kind. 

The  following  tables  show  the  revenue  from  corpor- 
ation fees  and  from  insurance  companies  from  1870,  and 
the  fees  and  taxes  collected  by  the  Insurance  Department 
since  1893. 
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I  TABLE  III 

Corporation  Fees  and  Insurance  Fees  and  Taxes 

Biennial                                                             Insurance  Corporation 

Period                                                         Fees  and  Taxes C'')  FeesC') 

1870- 72<^    $     21,972.65  

1872-74'^    31,467.87  

1874-76'^    35,620.54  

1876-78    35,374.10  

1878-80    38,137.20  

1880-82 46,074.95  $    7,629.89 

1882-84    168.131.39  11,934-05 

1884-86    127,854-55  12,125.95 

1886-88    121,822.09  

1888-90    162.535.29  21,699.24 

1890-92    171,472.26  33,587.68 

1892-94    117,275-58  74,054-02 

1894-96    328,475.42  178,464.62 

1896-98    356,826.87  388,529.26 

1898-1900    358,448.50  625,452.79 

1900-02    622,759.87  555,471.28 

1902-04    593,001.16  680,681.17 

1904-06    1,224,662.82  747,503.48 

1906-08    939,854.20  815.425.89 

1908-10    926,819.30  


{")  Received  by  State  Treasurer.  Compiled  from  Reports  of  Auditor 
of  Public  Accounts. 

(*)  Collected  bj^  Secretary  of  State.  Compiled  from  Reports  of 
Secretary  of  State. 

C'^)  Fiscal  year  ending  Nov.  30.  ' 

(<i)  Fiscal  year  ending  Sept.  30. 
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CHAPTER  VI. 

Observations  and  Deductions 

In  1889  Auditor  Swigert  defended  the  present  system 
of  taxing  corporations  and  presented  resolutions  from  the 
Board  of  Equalization  which  averred  that,  as  an  assessor 
of  corporations,  it  was  doing  better  work  than  local  asses- 
sors of  propert}'  were  doing.  On  the  other  hand,  in  1895 
Governor  Altgeld  called  a  special  session  of  the  general 
assembly  to  do  away  with  the  system  because  of  its  poor 
work  with  corporations.  In  1911,  a  Special  Tax  Commis- 
sion authorized  by  the  forty-sixth  assembly,  reported  as  its 
opinion  of  the  State  Board  of  Equalization  that 

the  large  membership  of  the  board,  its  elective  character,  its  inadequate 
powers  and  the  short  time  which  is  allotted  to  it  to  perform  its  duties, 
prevent  it  and  would  prevent  any  similar  board,  from  becoming  a  very  ef- 
ficient body  in  the  administration  of  the  tax  laws.^ 

As  a  basis  for  discussing  these  opposing  views  of  the 
work  of  the  St;ite  Board  of  Equalization,  some  statistical 
data  in  regard  to  tlie  assessments  made  by  this  body  are 
present(Ml  in  tlic  following  table. 

In  1873,  the  first  year  of  capital  stock  assessments,  the 
State  Board  of  Equalization  assessed  the  excess  value  of 
capital  stock  of  cor])oratious,  otlier  tlian  railroads  and  the 
Western  Union  Telegrai)li  Co.  ai  120,730,057.  This  included 
34  public  service  corporations,  assessed  at  |6,325,216,  and 
170  other  corporations  at  |15,573,235.  The  next  year,  224 
corporations  wore  assessed  on  their  capital  stock  but  the 
total  assessment  was  only  |11,719,210.  In  1875,  only  100 
corporations  were  assessed,  for  |4,802,112;  and  by  1877 
only  33  cor])orations  were  assessed  for  11,005,783.  The 
total  assessed  valuation  of  all  proi)erty  in  the  state  had  also 
declined,  from  11,355,401,307  in  1873  to  |931,199,308  in 
1877;  but  the  caytital  stock  assessments  had  been  reduced  in 

'^Rcpon  of  ili.  Special  Tax  Coiiniiissioii,  January  15,  1911. 
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TABLE  V. 

CAPITAL     STOCK     ASSESSMENTS     OF     ILLINOIS     CORPORATIONS, 

OTHER  THAN  RAILROAD  COMPANIES,  BY  THE  ILLINOIS 

STATE  BOARD  OF  EQUALIZATION,  1873-1910. 


[Compiled  from   Proceedings  of  the  State  Board  of  Equalization.] 


No.   of 
Corpora- 
Year                tions 
Assessed 
a 

Value  of 
Capital 

Stock 
Reported 

Full 

Value  of 

Capital 

Stock   & 

Franchise 

Equalized 
Value  of 
Capital 
Stock  & 

Franchise 

Equalized 
Value  of 
Tangible 
Property 

Net 
Assm't 

of 

Capital 

Stock 

1873 

1874 

1875 

1876 

1877 

1878 

207 
224 
100 
87 
33 
46 
40 
29 

$  20,730,057 

$  11,719,216 

4,802,112 

3,373,751 

1,605,783 

$  40,777,920 
28,750,356 

$  38,958,489 
20,548,266 

$  25,118,105 
10,283,176 

$   13.398,889 
7,285,636 

1,837,556 

1879 

2,218,370 
2,179,460 

1880 

1881 

61 

91 

85 

80 

114 

148 

217 

246 

284 

305 

2,191,488 

1882 

2,397,986 

1883 

2,218,430 

1884 

2,087,902 

1885 

54,832,525 
51,916.688 
66,319.922 
95,888,014 
89,721,889 
100,842,771 

9,078,083 
8,942,358 
10,241,903 
13,158,666 
13.431,629 
14,582,584 

5.286,460 
5,185,781 
6,670,997 
8,069,435 
8.594,313 
9,007,615 

3,791,623 

1886 

3,756,577 

1887 

4,289,706 

1888 

5,089,231 

1889 

4,857,545 

1890 

6,956.909 

1891 

373 
322 
237 
249 
252 
251 
273 
236 
302 
266 

115,210,045 
120,580,801 
92,724,506 
167,045,035 
179.177,258 
139,331,694 
170,304,024 
146,416,190 
202,470,405 
236,067,920 

15,939,336 
15,933,182 
14,503,129 
15,735,390 
14,975,288 
14,794,660 
15,908,424 
14,694,000 
26,515.125 
25,897,808 

11.493.980 
11,287,807 
9,139,150 
10,740,613 
10,192,779 
10,764,276 
11,857,591 
12,260,595 
24,166,922 
21,089,178 

6,273,693 

1892 

6,549,202 

1893 

5,363,979 

1894 

4,994,747 

1895 

4,782,509 

1896 

4,030,384 

1897 

4,050,833 

1898 

2,433,425 

1899 

132,575,625 
129,489,040 

2,348,203 

1900^) 

4,808,630 

1901 

1902 

1903 

328 
1988 
1520 
1442 
1218 
1832 
1302 
1281 
1168 
2154 

930 

287.948,878 
398,540,701 
253,613,202 
384,585,475 
304,407,993 
409,493,895 
333,628,590 
364,763,492 
328,077,216 

392,761,090 
283.859.235 
199,408,930 
181,933,195 
189,669,395 
300,387,685 
269,504,175 
304,300,790 
261,362,997 

78,032,218 
56,771,847 
39,881,786 
36,386,139 
37.933.S79 
60,077,537 
53,900,835 
60,860,158 
87,120,999 

57,074,275 
34,066,220 
24,715,682 
23,353,727 
24,990,909 
47,077,537 
43,292,835 
42,176,710 
51,726,558 

21,477,943 
22,705,627 
15.116,104 

1904 

1905 

1906 

1907 

13,032,412 
12,942,970 
12,665,601 
10,608,000 

1908 

1909 

1910 

18,638,448 
35,394,441 
30,347,348 

1911  

1 

30,568,450 

' 

a  See  Table  I  for  number  of  corporations  not  reporting  and  the  number  of  corporations  found 
to  have  no  "excess"  over  tangible  property. 
b  Original    assessment. 
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TABLE   VL 

ASSESSMENTS     BY    ILLINOIS    STATE    BOARD    OF    EQUALIZATION, 

1873,  1880,  1890,  1902,  1908,  1909. 


1873. 


Cook 

County 

'  Other  Counties 

Total 

Equalized    Value    of    Rail- 
road   Track   and    Rolling 
Stock   

$3,611,282 

$55,706,126 

$59.^17.408 

Capital  Stock — 
Railroads 

(II) 
(I) 

(9) 

(35) 

2,510,982 
73,253 

5,052,077 
6,583,527 

(48)    62,100,089 
(i)      1,095,141 

{2.y^      1,273,139 
(143)      7,821,314 

i^\)       64.611,071 

W.  U.  Telegraph  Co 

Other       Puhlic       Service 
Corporations 

(i)      1,168,394 

(36)       6,'?25,2l6 

Other  Corporations 

(178)  14404,841 

Total  Capital  Stock 

(56) 

14,219,839 

(219)    72,289,683 

(266)  86,509,522 

Total  by   State   Board  of 
Equalization 

$17,831,121 

$127,995,809 

$145,826,930 

Railroad    Track    and    Rol- 
ling Stock 

$4,314,124 

$40,287,691 

$44,601,815 

Capital  Stock — 
Public  Service     Corpora- 
tions     

(6)        514,000 
(3)      1,245,297 

(14)        255,789 
(6)         164,374 

(20)         769,789 

Other  Corporations 

(9)      1,409,671 

Total  Capital  Stock 

(9)      1,759,297 

(20)        420,163 

(29)      2,179,460 

Total    by    State    Board    of 
Equalization   

$  6,073,421 

$40,707,854 

$46,781,275 

1890. 

Railroad    Track    and    Rol- 

$12,075,785 

$60,718,611 

$72,794,396 

Capital  Stock — 
Public   Service  Corp'ns.. 
Other  Corporations 

Total  Capital  Stock 

Total   by    State   Board    of 
Equalization 

(26)     z^-T^^zz^ 

(66)      1,277,860 

(112)      1.094.915 
(no)        857,799 

(138)      4,821,250 
(176)      2,135,659 

(85)      5*004.195 

(223)      1,952,714 

(314)      6,956,909 

$17,082,880 

$62,668,425 

$79,751,305 
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Cook  County 

Other  Counties 

Total 

Railroad    Track    and    Rol- 
ling Stock 

$20,628,933 

$64,990,109 

$85,619,042 

Capital  Stock 
Railroads  

(6)      2,649,410 

(23)    15,794,471 
(1449)      5,395.595 

(2)            1,642 

(194)      1,103,621 
(322)        411,940 

(8)      2,651.062 

(217)    16,898,092 
(1771)      5,807.535 

Other       Public   ,  Service 
Corporations    

Other  Corporations 

Total  Capital  Stock 

23.839.476 

1,517,213 

25.356.68g 

Total    by    State    Board    of 
Equalization 

$44,468,409 

$66,507,322 

$110,975,731 

Railroad    Track    and    Rol- 
ling Stock — 
Steam  Roads 

$19,081,386 
5,824.501 

$75,786,127 
2,733.130 

$94,867,513 

Electric  Roads 

8,557,631 

Total 

$24,905,887 

$78,519,257 

$103,425,144 

Capital  Stock — 
Railroads  

(6)      1.159,542 

(11)    16.863,000 

(872)      1.261,298 

(4)        932.674 

(30)         360.000 

(204)        209.150 

(8)     4,092,306 

Public  Service  Corp'ns.. 
Other  Corporations 

(41)     17,213,000 
(1076)       1,470,448 

Total  Capital  Stock 

(889)    19,273.840 

(238)      1,501,914    (1125)    20,775.744 

Total    by    State    Board    of 
Equalization    

$44,179,727 

$80,021,171    :               $124,200,888 

1909. 


Railroad    Track    and    Rol- 
ling Stock — 
Steam  Roads 

$32,309,833 
$9,409,919 

$129,121,743 
4,842,098 

$161,431,576 

Electric  Roads 

14.252.017 

Total 

$41,719,752 

$133,963,831 

$175,683,693 

Capital  Stock — 
Railroads    

(8)      1,629,766 

(44)    30,903..34i 

(920)      3,540,500 

(10)      1,345,515 
(102)         733.900 
(102)         216,700 

(15)      2.975.281 

Public  Service  Corp'ns.. 
Other  Corporations 

(146)    31.637,241 
(1022)      3.767,200 

Total  Capital  Stock 

(972)    36,073,607 

(214)       ,396,115 

(1183)    38.379.722 

Total    by    State    Board    of 
Equalization 

$77,793,359 

$136,259,946 

$214,063,413 
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TABLE  VII 
ASSESSED  VALUATION  OF  SPECIFIED  CORPORATIONS 


QUINCY 

Champaign- 

Pullman 

Pacific 

Horse  Rail- 

St.   Louis 

Trader's 

Urbana 

Year 

Palace 

Hotel    Co. 

way  and 

National 

Insurance 

Gas,    Light 

Car    Co. 

(Chicago) 

Carrying 

Stock 

Co. 

and  Coal 

Co. 

Yards    Co. 

(Chicago) 

Co. 

1873    t 

$ 

$ 

$ 

$ 

$ 

$ 

a 

a 

a 

a 

a 

(7 

a 

B 

2,100,000 

350,000 

35,000 

350,000 

131.839 

34,539 

1874  t 
a 

570,000 
360.000 

29,400 
14,110 

(/ 

a 

a 

a 

B 

Not  listed 

210,000 

30,000 

Not  listed 

396,745 

15,300 

1879  t 
a 

a . .  . . 

h 

V 

V 

'b 

"  "  V " " 

B 

120,000 

b 

h 

b 

b 

b 

1884  t 
a 

a 

a 

a 

a 

n 

a 

B 

144,000 

Not  listed^ 

5.000 

100,000 

15,000 

5.000 

1889  t 

1,091,360 

People's  Gas 

20.000 

250.000 

146,000 

12,500 

a 

704558 

Liglit&Coke 

16,965 

140,287 

112,500 

4,327 

B 

386,802 

Company 

3,035 

109.713 

33,500 

8,123 

1894  t 

1.743.595 

250,000 

40,000 

266,000 

110,000 

16.000 

a 

1,140.771 

227.984 

23,445 

102,596 

100,100 

13,950 

B 

593,824 

22,015 

i6,55S 

163^404 

9.900 

2,050 

1900  t 

2,890,365 

3,865.893^ 

60,000 

275,000 

187,095 

50,000 

a 

2,490.365 

3,415.893 

28,393 

235,368 

137,095 

25,045 

B 

400,000 

450.000 

31,607 

^9.632 

5  0.000 

24,955 

1901   t 

4,512.648 

8.642,390<? 

75,000 

263,181 

170,022 

59,933^^ 

a 

3,012,648 

2,859,393 

47,244 

213.181 

110.022 

29,933 

B 

1,500,000 

5,782,997 

27,756 

50,000 

60.000 

30,000 

1902  t 

4,791,667 

8,983.547 

74,282 

246,477 

169,805 

49,588 

a 

3,143,626 

4.303.668 

48,266 

196,477 

109,805 

29,588 

B 

1,648,041 

4,679,879 

26,016 

50.000 

60,000 

20.000 

1908  t 

23,348.900/ 

9.879.753 

76,800 

50,000 

9 

54.185 

a 

21.348,900 

4.898.955 

56,800 

a 

9 

52,185 

B 

2,000,000 

4,980.708 

20,000 

50,000 

9 

2.000 

1911  t 

10,297,865 

18.012,400 

141,144 

40.000 

9 

97,789 

a 

6.o_|  3.487 

10.195.860 

107,144 

a 

9 

94.789 

B 

4,254.378 

7,816,540 

34,000 

40,000 

9 

3.000 

t  means  total  tax  valuation   for  the  year. 

a  means  local  assessor's  valuation  on  tangible  property,  equalized. 

B  means    Board    of    Equalization's   assessment    of   "excess". 


Data   not  to   l)c   found   in  the  report   of  the  Board's  proceedings. 

No  figures  given;  but  Board  reports  company  in  the  list  of  those  which  it  found  to  have  no 
"corporate  excess"  over  and  above  the  equalized  value  of  tangible  property  locally  assessed. 
The   Pacific   Hotel   goes   out   of  business   or  changes  name;   it   was   put   into    this  list   because 

it  was  one  of  the  first  to  fight  the  assessment  of  the  Board  of  Equalization. 
LTrbana  and  Cliampaign  Railway,  Gas  and  Electric  Co.  from  here  on. 

This  was  one  of  the  twenty  companies  re-assessed  by  the  Board  in  1901  for  the  year  1900, 
under  the  established  rules  as  ordered  by  the  Supreme  Court  of  the  State.  As  corrected 
its  1900  assessment  is:  total  equalized  value.  $12,632,960;  assessment  by  local  assessor, 
$3,415,893;  assessment  by  Board  $9,217,067.  It  should  be  noted,  too.  that  the  re-assessment 
of  this  and  the  other  nineteen  companies  raised  the  total  assessment  for  the  state  about 
$32,000,000  above   the   figures  given   in   the   Board's  report. 

In  1906  tlie  Board  for  the  first  time  put  the  Pullman  Co.  up  to  the  range  of  valuation  it 
now  enjoys.— $28,744,481    in    1906   and   $27,180,920   in    1907. 

This  company  was  rendered  insolvent  by  the  great  losses  it  sustained  in  the  San  Francisco 
conflagration.      (Insurance  report  for  1907). 
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a  much  greater  proportion — from  1.3  per  cent  to  .17  per 
cent  of  the  total  assessed  valuation  of  the  state. 

In  1880  only  29  corporations  (the  minimum  numl»er) 
were  assessed  on  their  capital  stock.  After  this  date  the 
number  of  corporations  assessed  increased,  and  the  assessed 
valuation  of  capital  stock  also  increased  slowlv  to  $6,956,- 
909  in  1890.  By  the  latter  date,  more  than  two-thirds  of  the 
capital  stock  assessment  was  on  public  service  corpora- 
tions. During  the  next  decade,  the  capital  stock  assess- 
ments again  declined  to  a  minimum  of  §2,348,203  on  302 
corporations  in  1899.  This  was  about  .25  per  cent  of  the 
total  assessed  valuation  of  all  property  in  the  state. 

Following  the  Teachers  Federation  case,  the  capital 
stock  assessments  showed  a  sudden  increase,  both  in  the 
number  of  corporations  and  the  aggregate  assessed  value, 
to  122,705,627  (about  2.2  per  cent  of  the  total  assessed 
valuation)  on  1988  corporations  in  1902.  More  than  three- 
fourths  of  the  total  assessment  was  on  217  public  service 
corporations.  But  this  increase  was  followed  by  a  steady 
decrease  for  five  years,  to  an  assessment  of  $10,608,000  on 
1302  corporations  in  1907.  In  1908  capital  stock  assess- 
ments amounted  to  $18,683,148;  and  in  1909  under  the  new- 
rule  providing  that  the  taxable  value  should  be  one-third 
of  the  market  value  instead  of  one-fifth  as  formerly,  the 
capital  stock  assessments  of  corporations  other  than  rail- 
roads by  the  State  Board  of  Equalization  was  §35,394,441, 
— about  1.7  per  cent  of  the  total  equalized  valuation  of 
$2,158,648,450  for  all  property  in  the  state. 

The  increase  in  capital  stock  assessments  since  1900 
has  been  mainly  due  to  the  assessments  on  a  small  num- 
ber of  corporations  in  Cook  County.  In  1909,  the  capital 
stock  assessments  on  corporations  other  than  railroads  in 
Cook  County  was  §34,443,841,  of  which  130,903.341  was  on 
44  local  public  service  corporations.  In  all  the  other  coun- 
ties, the  capital  stock  assessments  were  only  |950,600,  less 
than  three  per  cent  of  the  total  for  the  state;  aud  of  this 
$733,900  was  for  local  public  service  corporations. 

Of  the  1168  corporations  assessed  for  capital  stock  in 
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1909,  only  15  were  assessed  for  as  much  as  .^100,000,  and 
only  95  for  as  much  as  |10,000.  The  others  were  assessed 
for  a  few  thousand  or  a  few  hundred  dollars  each. 

The  companies  whose  assessments  are  shown  in  Table 
VII  are  fairly  representative  of  different  interests  and  dif- 
ferent business  locations.  The  years  chosen  are  those  cov- 
ered by  seven  Boards  differing  in  personnel.  Lean  and  fat 
business  years  are  both  represented.  And  years  of  placid 
administration  by  the  Board,  1884  and  1889,  are  chosen  to 
compare  with  such  troublous  years  as  1900  and  1901  when 
outside  pressure  from  the  courts  and  others  was  brought 
to  bear  upon  them. 

At  best,  a  statistical  table  can  only  tell  half  the  truth. 
For  example  it  may  be  noted  that  the  assessment  by  the 
Board  in  1873  was  not  equaled  again  till  after  1901.  Even 
as  late  as  1894  the  "excess"  was  only  |4,994,777.  The 
Bureau  of  Labor  Statistics  of  Illinois,  in  its  report  on  Illi- 
nois taxation,  which  has  been  noted  all  over  the  country,, 
compared  the  assessment  by  the  Board  in  1894  with  that 
made  in  1873 — the  ratio  is  5  to  22 — and  used  this  compari- 
son as  a  count  in  condemning  the  Board's  efficiency  as  an 
assessor  of  corporations.  Neither  by  way  of  defending  the 
Board  nor  by  Avay  of  casting  reflections  on  the  Bureau's 
statistical  methods,  but  simply  to  show  that  such  a  com- 
parison is  not  wholly  fair,  it  must  be  explained  that  since 
1873  conditions  have  materially  changed.  1.  The  figures 
for  1873  include  tlie  assessment  of  the  Western  Union 
Telegrapli  Company  which  was  vacated  by  the  Supreme 
Court;  and  also,  as  has  been  mentioned  before,  the  assess- 
ment was  abnormally  high  in  1873,  its  initial  year,  because 
of  jtadding  of  tlie  debt  returns  l)y  the  companies.  Tliey 
were  under  the  mistaken  idea  that  it  would  reduce  the 
assessment  on  their  capital  stock,  whereas  the  opposite 
result  was  actually  occasioned.  ^loreover  other  property 
was  valued  at  a  higher  rate  in  1873  tlian  at  any  time  since. 
2.  The  figures  for  1879  and  all  tlie  years  since  tlien  would 
be  C(msiderably  high.er  if  certain  classes  of  corporations 
which  were  assessed  in  1873  had  not  been  exempted  from 
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the  Board's  jurisdiction  by  laws  passed  in  1879,  1893  and 
1905.  And  this  exemption  includes,  as  we  have  seen  in 
chapter  IV,  the  exemption  of  thousands  of  corporations, 
some  of  them  being  eight  figure  concerns,  and  with  hun- 
dreds of  millions  of  capital  stock.  The  simple  fact  then, 
that  in  1894,  as  the  Labor  Bureau  pointed  out,  the  Board's 
assessment  of  ''corporate  excess"  to  corporations  was  not 
as  great  as  it  was  in  1873,  is  not  in  itself  prima  facie  evi- 
dence of  the  Board's  ineflflciency. 

Again,  a  study  of  the  Board's  reports  will  lead  to  the 
deduction  that  often  an  increase  in  assessment  by  the 
Board  has  been  followed  by  an  increase  in  the  assessment 
of  tangible  property  by  the  local  assessor;  and  since  such 
a  local  assessment  has  to  be  deducted  by  the  Board  from 
the  total  valuation  so  as  to  determine  a  corporation's 
"excess",  the  consequence  is  that  the  next  year  it  appears 
as  if  the  Board  had  not  assessed  the  corporation  as  high  as 
it  did  the  year  before.  For  example,  table  VII  shows  that 
the  Board's  capital  stock  assessment  to  the  Pullman  Com- 
pany has  never  been  as  high  again  as  it  was  in  1873.  When 
the  Board  levied  a  large  assessment,  the  local  assessors 
raised  their  assessments.  Another  illustration  may  be  noted 
in  the  case  of  the  Urbana-Champaign  Railway,  Gas  and 
Electric  Company  in  the  years  1901,  1902,  and  1908.  A 
fairer  basis  to  use  in  judging  the  Board's  efficiency  would 
be  that  of  the  yearly  valuations  which  it  puts  upon  a 
corporation's  entire  property — that  is,  the  full  value  before 
being  equalized.  But  such  data  are  not  available.  Reference 
to  Table  I  will  show  that  in  nineteen  of  the  forty  years  of 
its  administration,  the  Board  has  kept  to  itself  all  informa- 
tion of  its  proceedings  on  that  point.  Further,  twenty-five 
times  only  out  of  the  thirty-seven  has  it  sliown  even  what 
the  total  equalized  value  was,  and  in  eight  of  the  twenty- 
five  cases  has  failed  to  disclose  the  basis  of  its  equalization. 
This  leaves  seventeen  years  of  figures;  but  from  those 
must  be  deducted  eight  on  account  of  the  unspecified  under- 
valuation since  1902.     So  the  hope  of  securing  statistics 
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ou  the  actual  value  of  the  corporations  as  considered  in 
the  Capital  Stock  Committee  must  be  given  up. 

If  we  compute  the  ratio  of  the  Board's  total  valua- 
tion of  corporations  to  the  total  valuation  of  property  in 
the  state,  we  tind  that  in  1873  this  was  22  to  1355 ;  in  1899  it 
was  13  to  792 ;  in  1894, 16  to  824 ;  in  1900,  25  to  810 ;  in  1901, 
78  to  999 ;  in  1908,  Gl  to  1203.  Thus  it  appears  from  1889 
to  1901  the  total  valuation  of  tlie  corporations  which  were 
assessed  by  the  Board  increased  more  rapidly  than  the  total 
tax  valuation  of  the  state;  but  from  1901  to  the  present 
the  Board's  valuation  of  corporations  has  fallen  behind. 
But  here  again  the  comparison  is  from  insufficient  data. 
There  are  no  statistics  as  to  the  valuation  put  by  the  Board 
upon  those  corporations  whose  valuation  was  found  to  be 
equal  to  or  less  than  the  value  assessed  by  the  local  assessor. 
Sucli  statistics  as  would  be  of  use  can  not  be  secured  from 
the  Board's  reports.  So  the  resolutions  of  the  Board  in 
1888  to  the  effect  tlmt  its  assessment  of  corporations  "as 
shown  by  its  reports"  was  increasing  while  local  assess- 
ments of  all  property  in  the  state  was  decreasing-  may  be 
taken  witli  a  grain  of  salt. 

This  statement  leads  to  the  consideration  of  the  other 
side  of  the  case.  Was  Governor  Altgeld  correct  in  his 
assertion  that  the  present  system  is  "a  giant  of  injustice", 
that  most  of  tlie  smaller  cori)orations  are  i)roperly  taxed 
while  many  of  tlie  larger  ones  escape?^  It  can  not  be  proved 
from  Tabh'  VI,  but  tlie  conjecture  can  be  sup])orted  by 
certain  facts.  It  will  be  recalled  from  the  previous  discus- 
sion thai  1!M)()  and  1901  were  years  when  great  pressure 
was  brought  to  bear  u])oii  the  P>oard  to  coerce  it  to  do  its 
whole  duty.  A  comparison  of  assessments  of  the  great 
franchise  corporations  in  columns  two  and  three  of  Table 
A^IT  Avitli  the  others,  tends  to  sup])ort  the  declaration  of  the 
ex-Governor.  Since  the  mandamus  of  the  courts  in  1901, 
the  Board  has  increased  the  Pullman  Company  more  than 

-Proceedings  State  Board  of  Equalization,  i888.  p.  8i. 
^Reports  to  Gen.  Assembly,  1895,  vol.  I,  p.  24. 
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1100  per  cent,  on  its  1894  valuation;  it  lias  raised  the 
People's  Gas  Light  &  Coke  Company  more  than  3900  per 
cent;  while  the  small  Qnincy  Horse  Eailwav  &  Carrying 
Company  has  been  increased  only  96  per  cent. ;  the  St. 
Louis  National  Stock  Yards  has  been  increased  56  per 
cent. ;  the  Urbana-Champaign  Railway,  Gas  Light  &  Elec- 
tric Company  has  been  increased  250  per  cent.  The  last 
named  may  be  largely  accounted  for  by  the  addition  since 
1894  of  the  railway  and  electric  business.  The  writer  does 
not  claim  that  these  items  prove  the  Board  to  be  in- 
efficient.   But  they  are  straws  blowing  in  that  direction. 

Evidence  may  also  be  adduced  by  checking  the  Board's 
reports  with  those  of  the  Insurance  Superintendent  and  of 
the  Auditor  of  Public  Accounts.  For  example,  in  1901, 
the  very  year  when  the  most  pressure  was  brought  to  bear 
on  the  Board,  it  failed  to  assess  the  domestic  life  insurance 
companies  and  fell  far  short  of  the  proper  valuation  of  the 
domestic  fire  companies  which  it  did  assess.  From  the 
insurance  report  for  the  year  1901  the  following  facts  are 
deduced.  The  number  of  incorporated  fire  companies 
assessable  by  the  Board  was  six.  Their  admitted  ledger 
assets  over  and  above  liabilities,  amounted  to  the  sum  of 
17,889,024.  At  a  14  per  cent,  valuation  tlieir  pro})erty 
amounted  to  $1,104,463.  But  to  avoid  the  possible  eiTor 
of  including  shares  of  national  banks  located  in  other 
states,  or  United  States  bonds  or  shares  of  stock  of  com- 
panies taxed  on  their  capital  stock  by  the  lioard,  a  14  ])er 
cent  deduction  on  the  sum  of  such  property  is  due,  to  the 
amount  of  |186,163. 

This  deduction  leaves  |918,300  that  v>as  taxable  in 
1901.  Now  turning  to  the  Board's  report  for  1901  it  is 
seen  that  the  actual  assessment  was  much  less  than  that 
amount.  The  local  assessment  on  tangible  property  was 
1212,554,  the  Board's  "corporate  excess"  was  in  all  only 
1150,040,  a  total  of  .|362.594.  This  was  more  than  half  a 
million  less  than  it  should  have  assessed  those  companies. 
It  looks  as  though  the  Board  let  the  fire  companies  off 
lightly.     Further,  from  the  same  insurance  report  the  fact 
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may  be  similarly  deduced  that  the  three  domestic  life  com- 
panies in  that  year  had  taxable  property,  at  a  14  per  cent, 
valuation,  to  the  amount  of  |198,648.  But  the  Board's  re- 
port contains  no  reference  whatever  to  those  companies. 
The  1902  insurance  report  shows  that  onl}^  one  paid  a  tax. 
That  was  a  Chicago  company  that  paid  about  |3,000.  At 
a  five  per  cent,  rate  of  taxation  this  would  give  that  com- 
pany a  valuation  of  only  $60,000.  It  might  reasonably  be 
expected  that  an  efficient  Board  would  assess  these  com- 
panies something  at  least. 

Turning  now  to  the  Auditor's  report  for  1906,  we  find 
that  there  were  three  Illinois  trust  companies  which  were 
not  organized  under  the  banking  laws  but  under  the  gen- 
eral incorporation  law,  and  hence  taxable  by  the  Board. 
It  did  value  one  of  them,  the  Illinois  State  Trust  Company, 
of  Springfield;  but  it  did  not  find  that  the  company  was 
worth  any  more  than  the  local  assessor  had  valued  it, 
namely,  |50,000.  Now  by  a  process  similar  to  that  used 
in  the  case  of  the  insurance  companies  just  discussed, — 
that  is  by  throwing  out  all  the  stocks  and  bonds  lest  some 
should  be  stock  of  national  banks  located  in  other  states  or 
U.  S.  bonds  or  stocks  of  companies  taxed  by  the  Board  on 
capital  stock, — it  can  be  shown  that  the  Illinois  State 
Trust  Company  under  inspection  of  the  Auditor,  was 
worth,  at  a  14  per  cent,  valuation,  |194,S65.  Thus  it  ap- 
pears that  the  Board  might  have  assessed  this  company 
nearly  1150,000  "corporate  excess.''  But  it  did  worse  than 
that  in  the  case  of  the  other  two  trust  companies.  The 
Chicago  Title  &  Trugt  Company  had  a  capital  stock  of 
15,000,000  and  undivided  profits  of  |1,113,515.S9.  The 
Equitable  Trust  Company  had  a  capital  stock  of  |500,000; 
a  sur])lus  in  the  sum  of  |500,000;  and  undivided  profits  of 
130,796.  The  first  had  resources  of  |6,116,245 ;  the  second, 
of  15,836,037.  But  no  trace  of  any  action  by  the  Board  in 
regard  to  either  of  these  companies  is  discernible  in  their 
report. 

If  insurance  companies  and  trust  companies,  which  can 
be  located  and  can  be  valued  by  aid  of  the  official  reports 
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of  the  Siiperinteiident  of  Insurance  and  of  the  Auditor, 
are  not  all  assessed ;  and  if  those  that  are  assessed,  are  im- 
properly assessed  by  the  Board  even  after  a  severe  casti- 
gation  by  the  Supreme  Court;  what  may  be  concluded  as 
to  its  efficiency  in  general  as  an  assessor  of  corporations? 
After  giving  the  Board  the  benefit  of  every  doubt  in  the 
statistical  discussion,  these  facts  together  with  those 
brought  out  in  the  discussion  of  the  mandamus  action 
against  the  Board  in  1001,  force  a  conclusion  in  the  nega- 
tive. The  board  has  not  proved  to  be  an  efficient  body  for 
the  assessment  of  corporations. 

Before  venturing  to  suggest  a  remedy,  it  may  be  well 
to  summarize  the  legal  decisions  and  the  deductions  from 
the  investigation  of  the  workings  of  the  system, 

1.  We  have  seen  that  the  capital  stock,  within  whose 
valuation  are  considered  bonds  and  franchise,  is  in  the  ag- 
gregate held  to  be  personal  property  taxable  to  the  corpor- 
ation. 

2.  We  have  seen  that  national  banks  cannot  be  taxed 
on  their  capital  stock. 

3.  We  have  seen  that  certain  classes  of  corporations 
are  taxable  on  both  their  tangible  property  valuation  and 
a  "corporate  excess"  valuation  which  is  determined  by 
deducting  the  value  of  locally  assessed  tangible  valuation 
from  the  assessed  and  equalized  capital  stock,  debt  and 
franchise  valuation;  also  tliat  shares  of  stock  of  such  cor- 
porations are  not  taxed  to  the  holders  thereof. 

4.  We  have  seen  that  for  years  certain  classes  of  cor- 
porations have  been  exempt  from  taxation  on  their  cajiital 
stock  on  the  supposition  that  it  is  constitutionally  allow- 
able thus  to  favor  certain  business  enterprises. 

5.  The  decisions  of  the  Supreme  Court,  however,  hold 
that  no  capital  stock  can  be  by  law  exempt  from  taxation. 
And  if  the  case  came  up  no  doubt  the  Supreme  Court  would 
hold  that  no  shares  of  capital  stock  can  be  exempt  from 
taxation  even  though  the  capital  stock  be  assessed  by  the 
Board  of  Equalization.  For  the  Court  has  held  that  the 
aggregate  of  capital  stock  is  distinctly  property  of  the 


104  TAXATION   OF  CORPOKATIOXS  IN   ILLINOIS  [104 

corporation;  wliile  shares  of  stock  are  distinctly  property 
of  individuals.  The  constitution  does  not  provide  that  any 
such  property  can  be  exempted  by  the  legislature ;  and  the 
courts  have  overruled  every  other  consideration  in  holding 
that  no  property  may  be  exempted  hj  the  legislature  which 
is  not  specifically  permitted  by  the  exemption  clause  of 
the  constitution. 

The  situation  in  the  state  to-day,  then,  stands  as  fol- 
lows. The  ca])ital  stock  and  franchise  of  every  business 
corporation  (except  national  banks)  is,  under  the  present 
revenue  system,  as  construed  by  the  courts,  assessable 
either  by  the  IJoard  of  Equalization  or  by  the  local 
assessor.  Of  those  that  are  left  to  the  local  assessor,  we 
have  seen  that  while  banking  corporations  with  an  admir- 
ably well  worked  out  system  of  listing  their  property,  are  in 
recent  years  assessed  more  than  other  classes  of  corpora- 
tions, the  heretofore  exempted  classes  of  corporations,  the 
"purely  manufacturing,  mercantile,  coal  mining  and  sell- 
ing, printing,  publishing  and  stockbreeding''  companies, 
are  especially  difficult  for  the  local  assessor  to  assess 
on  capital  stock,  as  no  provision  in  the  revenue  law 
gives  him  power  to  command  information  from  the 
companies.  Of  tliose  corporations  which  still  remain 
subject  to  the  assessing  power  of  the  Board,  it  has 
just  been  shown  that  they  are  more  or  less  inefficiently 
assessed.  The  main  causes  of  this  failure  of  the  system 
that  have  been  brought  out  in  this  study  are  two,  namely, 
(1)  the  failure  of  the  IJoard  to  secure  data  for  the  valua- 
tion of  corporations,  and  (2)  the  failure  of  the  Board  to 
do  its  whole  duty.  Finally,  the  general  conclusion  of  the 
whole  study  of  the  taxation  of  cor])orations  in  Illinois, 
other  than  railroads,  since  1872,  is  tliat  they  are  not  prop- 
erl}^  taxed  under  the  ]u*esent  systeuL 

Now  tlie  writer  ventures  to  suggest  a  remedy.  It  is 
not  advocated  that  revolutionary  measures  must  be  taken. 
But  as  long  as  the  value  of  ]U'operty  is  held  to  be  the  test 
of  j'.bility  for  sliaring  tax  burdens,  and  as  long  as  state  and 
local  revenues  are  levied  on  the  same  assessment  basis,  this 
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"corporate  excess"  method  must  be  improved.  Properly 
worked  it  would  bring  all  competing  corporations  be- 
fore the  same  assessing  body,  where  each  could  be  taxed 
as  a  going  concern  by  the  same  rules.  If  the  Board  we 
have  were  at  work  the  year  round,  with  power  to  assess 
the  tangible  property  of  corporations,  and  with  power  to 
compel  the  production  of  corporation  books  and  papers, 
no  doubt  the  present  plan  might  work  more  effectively. 
But  the  number  of  members  makes  the  Board  unwieldly; 
while  the  method  of  election  by  districts  gives  no  assur- 
ance of  either  special  qualifications  or  of  any  real  responsi- 
bility, which  are  necessary  to  secure  efficiency.  A  small 
body  of  experts  appointed  by  the  Governor  would  occupy 
such  a  position,  especially  if  their  term  of  office  were  that 
of  "good  behavior".  The  work  and  the  reports  of  such  an 
assessing  body  must  be  an  open  book  to  the  public.  To 
provide  for  this,  the  general  forms  and  procedure  in  the 
collection  of  data,  the  use  of  the  same  and  the  statistical 
reports  of  the  same  as  well  as  all  the  reports  of  the  special 
proceedings  of  the  state  assessing  body,  must  be  mapped 
out  for  that  body.  The  general  assembly  is  not  the  agency 
to  work  out  such  detailed  regulation.  It  is  a  special  work 
for  a  commission  made  up  of  masters  in  the  theory  of  tax- 
ation and  of  experts  in  tlie  business  methods  of  corpor- 
ations. 

Such  a  small  board  of  experts  as  is  here  ])roposed, 
has  been  recommended  by  the  Special  Tax  Commission,  in 
its  report  submitted  to  the  general  assembly  by  (jovernor 
Deneen  in  1911.  Governor  Dunne  in  liis  inaugural  ad- 
dress has  also  urged  tlie  abolition  of  the  State  Board  of 
Equalization,  and  the  creation  of  a  permanent  State  Tax 
Commission,  to  exercise  its  functions  and  to  have  general 
supervision  over  the  administration  of  the  revenue  laws. 
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PREFACE 

In  this  essay  I  have  tried  to  show  to  what  extent  and  in 
what  respects  the  Mississippi  Valley  was  a  subject  of  diplo- 
matic negotiations  in  the  American  Revolution.  Altho 
many  different  views  have  been  advanced  on  this  question, 
I  do  not  believe  that  any  American  scholar  has,  as  yet,  made 
any  considerable  use  of  the  material  available  in  this  coun- 
try and  Europe  for  the  purpose  of  getting  at  the  exact 
truth.  Doniol  did  not  appreciate  the  importance  of  the 
West  in  the  diplomacy  of  the  American  Revolution,  and, 
altho  he  quotes  many  important  documents  bearing  on  the 
subject,  he  omits  many  of  the  most  valuable,  and  in  no 
sense  does  he  attempt  to  explain  the  whole  question. 

This  study  is  written  almost  entirely  from  the  sources 
and  some  of  its  conclusions  differ  from  those  commonly 
accepted,  while  in  other  cases,  I  believe  additional  light  has 
been  thrown  upon  facts  already  established.  Altho  Spain's 
ambition  to  get  control  of  the  lands  bordering  on  the  Gulf 
of  Mexico  and  the  Mississippi  is  well  known,  I  do  not  think 
that  the  definite  purpose  back  of  her  tortuous  and  appar- 
ently vacillating  policy  has  ever  been  properly  explained. 
Vergennes's  professions  of  friendship  for  the  United  States 
and  his  opposition  to  their  claims  to  the  West  have  been 
regarded  too  long  as  proof  of  his  duplicity.  Vergennes  him- 
self did  not  regard  his  policy  towards  the  West  as  un- 
friendly to  his  ally,  or  as  inconsistent  with  the  terms  of 
the  treaty  of  alliance,  and,  at  no  time,  did  he  attempt 
to  conceal  his  views.  The  evidence  shows  beyond  doubt 
that  he  was  conceding  to  the  United  States  all  he  thought 
they  had  a  right  to  claim.  The  main  outlines  of  British 
policy  are  already  well  understood,  but  the  efforts  of  Shel- 
burne  to  detach  the  Americans  from  the  French  alliance 
have  not  received  the  attention  they  deserve.  The  greatness 
of  Franklin  as  a  diplomat  appears  in  a  new  light  when  it 
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is  understood  that,  but  for  the  obstinacy  of  Jay  and  Adams, 
he  would  have  obtained  for  his  country  the  richest  parts  of 
Canada. 

To  establish  the  facts  herein  set  forth,  the  archives 
of  ^Vashingtou,  Loudon,  and  Paris  have  been  searched  in 
addition  to  a  careful  reading  of  all  available  printed  ma- 
terial, I  regret  that  1  could  not  go  through  the  archives  of 
Spain;  but  I  found,  in  the  French  foreign  office,  copies  of 
many  Spanish  documents  obtained  by  the  French  ambas- 
sadors and  agents  during  the  3^ears  from  1774  to  1783. 

For  assistance  in  preparing  this  study  I  am  indebted 
to  Professors  Evarts  B.  Greene,  Guy  Stanton  Ford,  and 
Laurence  M.  Larson  of  the  University  of  Illinois.  I  desire 
also  to  express  my  thanks  to  Mr.  Waldo  G.  Leland  of  Wash- 
ington, D.  C,  for  much  valuable  help  and  advice  while  I 
was  working  in  the  archives  of  Washington  and  Paris. 

To  Professor  Clarence  W.  Alvord  of  the  University 
of  Illinois  I  must  acknowledge  my  greatest  obligations. 
While  I  was  working  on  this  investigation  he  carefully  and 
painstakingly  went  over  all  the  material  with  me,  and  gave 
me  his  time  to  discuss  and  analyze  every  point;  and  during 
my  study  with  him  he  offered  many  valuable  suggestions 
and  helpful  criticisms  which  have  added  much  to  the 
thoroughness  of  my  work. 

Notwithstanding  my  efforts  and  the  assistance  of  my 
friends,  I  realize  that  there  are  many  weak  spots  in  the 
study  as  here  presented.  On  some  points  the  material 
is  not  absolutely  conclusive,  and  there  are  doubtless  many 
valuable  documents  which  I  have  not  unearthed.  I  hope, 
however,  that  in  spite  of  many  defects,  this  essay  has  added 
something  worth  while  to  our  knowledge  of  the  West  in 
the  diplomatic  negotiations  of  the  American  Revolution. 

P.  C.  P. 


Missoula.  Mont.,  May,  1913. 
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THE  ORIGINS 

For  more  than  a  century  before  the  American  Revolu- 
tion the  Mississippi  Valley  Avas  an  object  of  interest  to  the 
colonizing  nations  of  western  Europe,  and  to  their  subjects 
who  were  scattered  along  the  shores  of  North  America. 
Spanish  adventurers  had  wandered  northward  from  the 
Gulf  of  Mexico;  and,  from  the  region  of  the  Great  Lakes, 
French  missionaries  and  traders  penetrated  to  the  heart  of 
the  continent;  while,  from  the  headwaters  of  the  James 
and  Potomac  rivers,  enterprizing  Virginians  descended  the 
western  slopes  of  the  Alleghanies  to  claim  a  share  of  this 
rich  country/  The  colonizing  efforts  of  the  French  and 
English,  and  their  bitter  rivalry  during  the  first  half  of  the 
eighteenth  century,  foreshadowed  the  struggle  for  the 
Mississippi;  but  the  ownership  of  the  country  between  that 
river  and  the  Alleghanies  was  not  decided  until  the 
last  French  and  Indian  war  witnessed  the  triumph  of  the 
English. 

With  the  Treaty  of  1763  eighteenth  century  diplomacy 
begins  a  new  development.  In  Europe  and  America  alike, 
the  close  of  the  Seven  Years'  War  marked  "the  end  of  an 
era,  the  beginning  of  an  era."  France  and  Spain  were  both 
reduced  to  the  rank  of  second  rate  powers,^  while  Great 
Britain,  with  undisputed  supremacy  on  the  ocean,  stood 
forth  the  arbiter  of  European  politics.  In  Prussia,  Freder- 
ick the  Great  smarted  under  the  sense  that  he  had  been 

^Alvord  and  Bidgood,  The  First  Explorations  of  the  Trans-Alleghany 
Region  by  the  Virginians,  1650-1674,  is  a  convenient  and  valuable  account 
of  the  beginnings  of  English  colonization  in  the  Mississippi  Valley. 

-Vergennes  recognized  this  as  a  fact.  "The  deplorable  peace  of  1763." 
he  informed  Louis  XVI.,  "the  partition  of  Poland,  and  in  fact  other 
causes  equally  disastrous,  have  struck  the  greatest  blows  to  the  respect  for 
your  crown".     Doniol,  Histoire,  I,  13. 
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sacrificed  to  Hanoverian  intrigue,  and  looked  with  pleasure 
on  any  danger  which  threatened  his  former  all,y.^  Of  the 
Bourbon  powers,  Spain  was  willing  to  accept  her  fate  if 
she  were  given  peace  and  an  opportunity  to  recuperate  her 
wasted  fortunes,^  but  the  tarnished  glory  of  French  arms 
called  loudly  for  vengeance.  "The  humiliation  of  Britain ! 
The  prestige  of  France  !''^  These  were  the  phrases  most 
often  on  the  lips  of  French  statesmen  in  tlie  decade  fol- 
lowing the  Peace  of  Paris.  To  their  minds  the  first  was 
the  means  to  the  second.  To  realize  their  ambition,  the 
wisest  of  them  knew  that,  in  addition  to  the  old  coalition 
of  the  Facte  dc  Famille,  they  must  raise  up  a  new  foe  to 
Great  Britain.  The  shrewd  and  crafty  Choiseul  saw,  in  the 
liberty  loving  English  colonies  in  America,  the  latent  power 
needed  for  this  purpose.  Ever  alert  for  advantages  abroad, 
lie  carefulh'  nourished  national  resources  at  home^  until 
France  should  be  ready  to  strike.  To  the  capable  and  ener- 
getic Vergennes  was  left  tlie  task  of  building  up  the  new 
coalition,  of  guiding  its  forces  against  the  common  enemy, 
and  finally  of  apportioning  the  spoils  between  his  greedy 

^"Ici  I'administratioii  envisage  comme  tres  probable  unc  guerre  de  la 
France  et  de  I'Espagne  avec  I'Angleterre.  Je  crains  qu'ils  ne  considerent 
I'independence  des  colonies  comme  devant  etre  une  consequence  de  cette 
guerre,  et  ils  se  flattant  d'avoir  a  y  gagner  beaucoup."  Elliott,  British  min- 
ister to  Berlin,  to  Lord  Suffolk  ^without  date).  Translation  in  Circourt, 
III,  293. 

^"L'ambition  n'animait  pas  Charles  III.,  il  ainait  la  paix."  (Doniol, 
Histoirc,  I,  203.)  Ossun,  the  French  minister  to  Spain,  wrote  to  Vergennes, 
December  11,  1775,  that  Charles  declared  he  had  no  desire  to  acquire  new- 
territory.  Est^.  578,  no.  70.  Later  (December  28)  Charles  urged  that  Spain 
had  much  to  lose  and  nothing  to  gain  by  war.  (Ibid.,  no.  74.) 

^Before  the  conclusion  of  peace  in  1763  France  was  planning  for  a 
new  war  with  England.  She  wished  to  repair  her  losses,  and  be  ready 
to  strike  at  the  first  opportunity.  Memorial  of  the  Due  de  Broglie,  1762. 
(Archives  de  la  Marine,  B4,  135,  fol.  4-6.)  Choiseul  had  the  same  ideas  in 
mind.  See  account  of  his  schemes  in  Perkins,  France  in  the  American 
Revolution,  22-32.  "Rappelez-vous  Monsieur,  que  j'ai  toujours  etabli  en 
principe  qu'en  nous  occupant  a  humilier  I'Angleterre.  .  .  .  elle  est 
necessaire  dans  la  balance  dc  FEurope.''  Vergennes  to  Montmorin.  Sep- 
tember 21,  1779.     (Circourt,  III, 317.) 

"Perkins,  France  in  the  American  Revolution,  24. 
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allies.  The  British  conquests  of  the  Seven  Years'  War 
became  once  more  a  bone  of  contention,  this  time  between 
the  jarring  nations  in  alliance  with  France,  and  around 
them  twined  the  intricate  negotiations  of  the  American 
Revolution.  The  Floridas,  Canada,  and  the  strip  of  land 
lying  between  the  Alleghanies  and  the  Mississippi  called 
by  the  French  ''Eastern  Louisiana,"  lacked  the  population 
to  give  them,  a  title  role  in  the  drama  of  a  world  struggle, 
but  their  position  made  them  of  vital  importance  in  the 
settlement  of  peace.  The  United  States  desired  them  as  a 
guarantee  against  powerful  neighbors,  wliile  Spain  feared 
the  danger  to  her  colonial  possesions  of  a  strong,  inde- 
pendent nation  in  the  New  World."  Upon  the  reconcilia- 
tion of  these  divergent  interests  depended  the  success  of 
the  new  French  diplomacy,  and  upon  tliis  problem  Ver- 
gennes  was  to  spend  many  thoughtful  years,  only  to  tind 
its  solution  wrought  out  by  other  men,  working  on  prin- 
ciples strange  to  his  ideas,  and  with  forces  unknown  to  his 
reasoning. 

With  the  expulsion  of  France  from  the  New  W^orld  all 
fears  of  the  enemy  wliicli,  for  so  many  generations,  had 
harassed  the  English  colonies,  passed  away.  Tlie  treaty  of 
1763  portended  the  establishment  of  the  United  States,  for 
it  left  tlie  English  colonies  free  to  set  their  autonomous 
views  against  the  British  imperial  policy.  Altlio  the  Eng- 
lish and  American  viewpoints  were  essentially  different 
there  were  but  few  to  see  the  necessity  of  reconciling  their 
antagonistic  principles. 


"See  plan  of  treaty  drawn  up  by  Congress  in  September,  1776.  Journals 
of  Continental  Congress  (Ford  ed.),  V,  770.  In  the  early  discussions  of 
peace  the  chief  American  argument  for  extended  boundaries  was  the 
necessity  of  keeping  foreign  powers  at  a  distance.  Luzerne  to  Vergennes, 
June  8,  1781.  (E.  U.,  XVII.,  no.  145,  new  17.)  So  fearful  was  Spain  of 
American  power  that  she  insisted  that  Great  Britain  be  guaranteed  pos- 
session of  Canada  and  Nova  Scotia,  and  suggested  that  she  be  allowed  to 
keep  certain  places  in  the  states,  as  New  York  or  Boston.  Montmorin, 
French  minister  to  Madrid,  to  Vergennes,  October  i,  1778  {Esp.,  591.  "O- 
61)   and  again  on  October  15   {ibid.,  no.  Z3>  new  61). 
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In  regard  to  the  unoccupied  lands  of  the  West  the 
British  ministry  had  two  policies  before  it.  One  was  to 
throw  them  open  to  settlement  and  allow  the  inhabitants 
■of  the  Atlantic  seaboard  to  establish  homes  there;  the 
other  was  to  keep  them  in  wilderness,  inhabited  only  by 
Indians  and  traders.  The  first  of  these  plans  naturally 
received  the  support  of  tlie  Americans,  and  their  chief 
advocate  was  Franklin.^  The  ministry  was  undecided  what 
course  to  take  but  at  first,  under  the  lead  of  Lord  Shel- 
burne,^  appeared  willing  to  favor  the  American  desires. 
For  several  years  there  was  much  discussion  of  the  matter, 
but  no  definite  policy  was  adopted.^  ^ 

The  tendencies  of  British  politics,  however,  were  be- 
coming more  and  more  imperialistic,  and  in  the  develop- 
ment of  this  new  imperialism,  three  acts  of  vital  import- 
ance  for   the   West   were   promulgated.      These   were  the 


^As  early  as  1754  Franklin  suggested  a  "plan  for  settling  the  western 
■colonies  in  North  America  with  reasons  for  the  plan".  (Works  (Smyth 
ed.),  Ill,  358.)  At  an  early  date  he  also  urged  the  advantages  of  a  settle- 
ment in  the  Illinois  country.  (Ibid.,  IV,  462;  V,  46.)  January  3,  1760,  he 
wrote,  "I  am  therefore  by  no  means  for  restoring  Canada.  If  we  keep 
it  all  the  country  from  the  St.  Lawrence  to  the  Mississippi  will,  in  another 
century  be  filled  with  British  people."     (Ibid.,  V,  4.) 

^Shelburne  became  president  of  the  board  of  trade  in  1763.  Altho 
deficient  in  education  and  superficial  in  thought,  his  brilliant  imagination 
conceived  a  grand  imperial  policy  for  America.  At  the  same  time  his 
friendship  for  the  Americans  led  him  to  favor  colonial  development.  Fitz- 
maurice.  Life  of  Shelburne,  gives  a  good  account  of  his  work.  The  be- 
ginning of  British  activity  in  the  West  dates  back  to  1748  with  the  forma- 
tion of  the  Ohio  Company.  See  Alden,  A'^^zc;  Governments  West  of  the 
Allcghanics  before  1780.  November  11,  1761,  the  Board  of  Trade  estab- 
lished the  principle  of  buying  lands  of  the  Indians  before  settling  them,  but 
<iid  not  annul  any  former  grant.  Charles  Townshend  had  been  president 
of  the  Board  of  Trade,  and  possibly  was  the  author  of  the  first  attempt 
to  form  a  western  policy.  He  early  favored  a  limitation  of  colonial  rights. 
Fitzmaurice,  Life  of  Shelburne,  says  that  he  wished  to  leave  fifteen  regi- 
ments in  America. 

i°Alvord,  Genesis  of  the  Procla>nation  of  1763.  (Mich.  Hist.  Col., 
XXXVI,  23.^ 
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Eoyal  Proclamation  of  1763,  the  Treaty  of  Fort  Stanwix 
in  1768,  and  the  Quebec  Act  of  1774."  The  tirst  of  these 
was  but  a  temporary  arrangement  until  a  consistent  west- 
ern policy  could  be  worked  out.  It  established  an  arbitrary 
government  for  the  Floridas  and  Quebec,  but  promised 
popular  representation  as  soon  as  their  "state  and  cir- 
cumstances" would  permit.  The  southern  boundary  of 
Quebec  was  drawn  from  the  south  end  of  Lake  Xipissing 
to  the  intersection  of  the  forty-fifth  parallel  with  the  St. 
Lawrence  River,  and  the  northern  boundary  of  West 
Florida  was  i:)laced  on  the  thirty-first  degree  of  north  lati- 
tude. The  intervening  territory,  bounded  on  the  east  by 
the  Alleghanies,  and  on  the  west  by  the  Mississippi,  was 
reserved  "for  the  present"'  in  possession  of  the  Indians. 
The  proclamation  forbade  any  governor  or  commander-in- 
chief  "to  grant  Warrants  of  Survey,  or  pass  Patents  for 
any  Lands  beyond  the  Heads  or  Sources  of  any  of  the 
Rivers  which  fall  into  the  Atlantic  Ocean  from  the  West 
or  North  West,''  altho  provision  was  made  for  the  pur- 
chase by  the  government,  of  the  lands  which  it  had  closed 
to  its  subjects. 

In  spite  of  the  restrictions  of  the  king's  proclamation 
the  Americans  at  once  began  to  push  their  settlements- 
westward.^-  It  was  not  long,  however,  before  trouble  arose 
between  the  Indians  and  the  frontiersmen  and  soon  became 
so  serious  that  the  British  ministry  was  again  obliged  to 
interfere.  The  Treaty  of  Fort  Stanwix,  opened  to  settle- 
ment the  upper  valleys  of  tlie  Ohio  and  Tennessee  Rivers 
and  into  these  regions  frontiersmen  quickly  pushed  their 
way.    So  rapid  was  their  immigration  that  by  tlie  outbreak 


iipor  the  first  of  these  see  Canadian  Archives  Report,  1906,  p.  119; 
for  the  second,  Alvord,  The  British  Ministry  and  the  Treaty  of  Forf 
Stanwix  (Proceedings  of  State  Hist.  Soc.  of  Wisconsin  for  1908,  pp.  165- 
183)  ;  for  the  third,  Coffin,  The  Province  of  Quebec  and  the  Early  Amer- 
ican Revolution  (U.  of  W.  Bulletin,  I,  no.  3,  1896). 

i^For  discussion  of  American  attempts  to  establish  themselves  west  of 
the  Alleghanies  see  Alden,  New  Governments  West  of  the  Alleghanies 
.before  1780. 
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of  the  Revolution  the  forests  of  Kentucky  and  Tennessee 
contained  a  population  large  enough  to  dispute  British 
claims  to  ownership. 

In  regard  to  the  lands  north  of  the  Ohio  a  different 
rule  was  followed.  Settlements  ^\ere  persistently  dis- 
couraged, and  throughout  its  whole  extent,  this  region  was 
peopled  only  by  Indians  and  a  few  hundred  French  "hab- 
itants" gathered  together  in  drowsy,  ancient  villages. ^^ 
Across  its  prairies  roamed  fur  traders  of  English,  French, 
and  Spanish  nationality,  knowing  no  law  but  their  own 
wills.  Altho  this  country  was  not  open  to  settlement,  it 
was  still  regarded  as  belonging  to  the  thirteen  colonies 
until,  in  1774,  their  titles  were  sw^ept  away.  The  Quebec  Act 
of  that  year  incorporated  the  country  north  of  the  Ohio 
and  west  of  the  Alleghanies  with  the  province  of  Quebec, 
and  to  the  English  colonists  it  appeared  that  they  were 
to  be  forever  barred  from  the  vast  regions  behind  them. 
By  this  act  half  of  the  back  countries  was  definitely  separ- 
ated from  the  influence  of  Anglo-Saxon  institutions  and 
intrusted  to  the  arbitrary  rule  of  a  military  governor  under 
French  law.  Protests  were  unavailing,  but  the  enforce- 
ment of  the  act,  together  with  other  unpopular  measures  of 
the  royal  government,  was  fast  driving  the  colonies  to 
rebellion.^  ^ 

These  acts  of  the  British  ministry  divided  the  con- 
quests of  the  Seven  Years'  War  into  four  districts,  each  of 
wiiicli  was  to  be  a  distinct  issue  in  the  diplomacy  of  the 
Revolution.  Canada,  with  its  distinctive  ])opulatiou  and 
institutions,  was  not  in  sympatliy  with  the  ideals  of  the 
English  colonies;  but  the  ultimate  possession  of  it  was,  to 
the  end  of  the  struggle,  a  matter  of  doubt.  The  old  North- 
west, as  yet  unpeopled,  Avas  still  claimed,  under  their 
charters,  by  the  seaboard  colonies.    Eastern  Louisiana  was 

^^Tlie  chief  centers  of  French  settlement  were  Vincennes  on  the 
Wabash,  and  Cahokia  and  Kaskaskia  on  the  Mississippi.  The  Cahokia 
Records  and  the  Kaskaskia  Records  of  the  era  of  the  Revolution  have 
been  edited  by  C.  W.  Alvord,  but  the  material  relating  to  Vincennes  has 
never  been  satisfactorily  arranged. 

^^Van  Tyne,  American  Revolution,  23. 
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held  under  the  same  title,  and  with  less  contradiction,  by 
Virginia,  the  Carolinas,  and  Georgia.  The  Floridas  on  the 
south,  like  Canada  on  the  north,  formed  a  colony,  distinct 
in  character  and  government.^ ^ 

Beyond  the  Mississippi  stretched  the  unexplored 
domains  of  Spanish  Louisiana.  Only  a  few  years  before,  it 
had  been  the  pride  of  the  French  colonial  empire,  but  had 
since  been  ceded  to  Spain  as  compensation  for  her  losses 
in  the  Seven' Years'  war.  New  Orleans  was  its  most  im- 
portant post,  and  controlled  the  commerce  of  the  Missis- 
sippi. Other  Spanish  villages  were  scattered  up  the  river 
as  far  as  St.  Louis,  which  had  become  a  refuge  for  the 
French  who  desired  to  escape  the  rule  of  the  British  across 
the  river.  It  was  the  natural  outlet  for  the  trade  of  the 
Illinois  country  and  had  become  a  serious  menace  to  British 
influence  in  that  region.  So  strong  were  the  French  in 
this  region,  that,  in  1769,  the  commander  of  Fort  de 
Chartres  complained  that,  in  spite  of  all  the  efforts  of 
British  traders,  backed  by  their  country's  soldiers,  they 
carried  off  all  the  trade,  and  influenced  the  Indians  against 
the  English  to  such  an  extent  as  to  threaten  another  Indian 
war.^^' 


^^The  population  of  West  Florida  was  largely  French  and  Spanish, 
and  was  held  in  subjection  by  powerful  garrisons  of  English  troops.  In 
addition  there  was  a  considerable  number  of  English  traders  along  the 
Mississippi.  The  chief  centers  of  British  influence  were  Pensacola,  Mobile, 
and  Natchez.     Hamilton,  Colonial  Mobile. 

^^"Notwithstanding  the  immense  sums  spent  on  taking  post  at  Ft. 
de  Chartes,  and  the  length  of  time  we  are  said  to  be  in  possession  of  the 

Illinois,  the  French  still  carry  away  all  the  trade They  go  up  our 

rivers,    introduce    French   manufactures    in     the     Country,    and    influence 

the    Savages  against  us by  which  means,  unless  these  parts  are 

established  as  represented,  we  shall  soon  be  embroiled  in  another  general 
Indian  War."  Lt.  Col.  Wilkins,  commander  at  Fort  de  Chartres,  to  the 
secretary  of  war.  December  s,  1769.  (Colonial  Office  5,  88,  p  175.)  The 
Proclamation  of  1763  was  not  able  to  stop  the  Pontiac  War,  and  the 
Treaty  of  Fort  Stanwix  in  1768  did  not  allay  all  discontent  among  the 
Indians.  It  was  only  when  the  Revolution  broke  out  that  the  Indians  took 
the  side  of  the  English  as  less  dangerous  to  their  interests  than  the 
Americans. 
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Altho  the  French  people  still  possessed  an  active 
interest  in  their  ancient  empire,  tlieir  rulers  had  given  up 
all  thought  of  regaining  it.  Louis  XV  regarded  New 
France  and  Louisiana  as  irretrievably  lost,  and  wislied  to> 
oppose  Great  Britain  witli  the  old  system  of  continental 
alliances,  and  there  were  many  to  support  this  view.  ^^  Al- 
tho there  is  no  evidence  that  Choiseul  aimed  at  the- 
restoration  of  the  French  empire  in  the  New  World,  it  is 
apparent  that  he  did  regard  America  as  the  most  easy  and 
most  natural  ground  on  which  to  work  out  the  humiliation 
of  the  ancient  rival  of  the  House  of  Bourbon.  With  tl-.e 
British  in  command  of  the  seas  he  looked  to  America  as 
the  battle  ground  on  which  to  dispute  this  supremacy. 
He  was  not  alone  in  realizing  the  dangers  of  dissension 
within  the  British  Empire,^^  but  the  blindness  of  George 
III  in  provoking  war  aroused  in  his  mind  the  greatest 
astonishment.^^ 

Choiseul  was  convinced  also  that  the  terms  of  tlie 
Treaty  of  Paris  meant  revolution  in  America,  and  he  re- 
solved to  keep  himself  informed  regarding  conditions  there. 
Secret  agents  were  sent  into   the  Englisli  colonies  Avith 


I'^Perkins,  France  in  the  American  Revolution,  20.  I  have  looked 
through  the  documents  in  the  French  archives  but  I  find  no  mention  by 
a  responsible  member  of  the  government  of  any  wish  to  regain  the  old 
dominions  of  France,  altho  there  are  several  memorials  presented  to  the 
ministry  at  various  times  which  urged  the  retrocession  of  Louisiana  or  at 
least  a  French  protectorate  over  it.  (See  p.  17,  note  26.)  It  is  probable 
that  public  opinion  would  have  favored  this  action.  The  Memoire  sur  la 
Louisiane  par  Vergenncs  which  advocated  the  retrocession  of  both  Louis- 
iana and  Canada  is  undoubtedly  a   forgery.     See  p.  30,  note  11. 

isygrgennes  told  Stormount,  the  British  ambassador  to  Paris :  "I  was 
at  Constantinople  when  the  last  peace  was  made.  When  I  heard  the  con- 
ditions I  told  several  of  my  friends  there,  that  1  was  persuaded  it  would 
not  be  long  before  England  would  have  reason  to  repent  of  having  re- 
moved the  only  check  that  could  keep  the  Colonies  in  awe."  Stormount  to 
Rochford,  October  31,  1775.  (F.  O.,  France,  542,  no.  19,  Stevens,  Facsimiles, 
XIII,  306;  Circourt,  III,  i.) 

i^Wharton,  Dip  Cor.,  I,  371,  note. 
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instructions  to  report  every  indication  of  discontent,-*^  and 
even  French  naval  officers  in  American  waters  described 
conditions  for  the  eager  ears  of  the  French  minister.^'  The 
writings  of  prominent  Americans  and  even  the  sermons 
of  New  Engkmd  ministers  were  carefully  searched  for 
evidences  of  disaffection,  and  American  merchants  in 
French  ports  were  interviewed  in  regard  to  the  attitude  of 
the  colonists.-^  London,  too,  furnished  the  latest  intelli- 
gence. In  the  French  archives  are  bundles  of  reports  con- 
cerning America,  gathered  from  every  source. 

Choiseul  did  not  limit  his  interest  to  the  English 
colonies,  but  gave  attention  as  well  to  the  old  French 
provinces  of  Canada  and  Louisiana.  The  French  Canadians^ 
however,  were  well  satisfied  with  British  rule  and  not  at  all 
disposed  to  rebellion.^^  Louisiana,  on  the  other  hand,, 
was  a  hotbed  of  discontent  and  disaffection;  this  was  sys- 
tematically reported  to  Paris,  and  the  discontented  element 
probably  received  encouragement  from  Choiseul's  agents. 
The  knowledge  of  the  cruelty  and  tyranny  of  Spain  was 
public  property  in  France,  and  led  to  a  strong  demand  for 
the  retrocession  of  this  province-^  to  its  former  mistress 


20Kapp,  Life  of  Kalb,  43.  Choiseul  sent  over  Pontleroy  in  1764  on  a 
tour  of  observation  and  he  returned  in  1766.  In  1767  Kalb  was  sent  to 
America  to  learn  the  intentions  of  the  people  and  their  needs  in  case  of 
war.  He  was  instructed  to  learn  the  strength  of  their  fortified  places, 
their  facility  in  securing  supplies,  their  plans,  the  character  of  their  lead- 
ers, and  any  other  information  likely  to  prove  useful.  Kalb  made  several 
reports,  the  first  in  January,  1768.     (Kapp,  46-55.) 

-^See  memorial  entitled  "D'Estaiug  propose  la  liberie  de  la  Louisiane 
sous  le  protectorat  de  la  France,"  March  10,  1769.  (Margry  Collections, 
Nou.  Acq.  Frangaises,  9309,  fol.  8.) 

22Kapp,  Life  of  Kalb,  45. 

23Kalb's  report  of  January  20,  1768,  Kalb  reported  that  the  French 
Canadians  were  no  longer  in  sympathy  with  the  mother  country.  They 
were  becoming  prosperous  under  British  rule  and  were  intermarrying 
with  the  English  population.    Kapp,  Kalb,  67. 

24The  cruelties  of  the  Spanish  governor,  O'Reilly,  who  became  gov- 
ernor of  New  Orleans  in  1769,  aroused  great  indignation  in  France  and 
there  were  urgent  demands  that  France  interfere.    Gayarre,  Louisiana. 
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or  at  least  that  it  be  declared  under  the  protection  of  the 
government  at  Versailles.  The  French  archives  during 
this  period  contain  many  documents  on  the  subject,  of 
which  the  most  important  one  is  generally  attributed  to 
Admiral  D'Estaing.-'  The  author  describes  in  glowing 
terms  the  climate  and  resources  of  Louisiana  which,  he 
declares,  extends  as  far  as  "the  Ilinois,  and  is  capable  of 
supporting  an  immense  population/'  The  Mississippi  Val- 
ley, argues  the  author,  is  of  vital  importance  to  Spain  for 
the  protection  of  IVIexico.  How  could  this  barrier  be  made 
more  effective?  Not  by  reducing  it  to  the  full  control  of 
Spain,  under  whose  government  the  population  would  re- 
main scattered  and  restless,  and  ready  to  submit  to  the 
more  liberal  rule  of  Great  Britain.  A  better  way,  insists 
the  writer,  is  to  allow  the  people  of  Louisiana  to  govern 
themselves  under  the  protection  of  France  and  Spain.  The 
reason  for  this  revolutionary  proposal  is  explained  in  the 
memorial.  The  example  of  a  free  republic  in  the  ^Mississippi 
Valley,  it  was  argued,  would  encourage  the  English  col- 
onists to  revolt,  and  France  could  then  enjoy  the  commerce 
of  all  America  without  the  expense  of  maintaining  colonies. 
Furthermore,  while  Louisiana  was  dissatisfied  she  would 
offer  no  opposition  to  British  aggression,  but  if  granted  her 


-•"D'Estaing  propose  la  lihertc  dc  la  Loxiisianc  sous  le  protectorat  de 
la  Prance."  (Margry  Coliections,  Nou.  Acq.  Frangaises,  9309,  8)  Other 
documents  on  this  subject  are  the  "Memoir  de  Poterat  tendant  a  inettre 
la  Louisiane  sous  le  protectorat  frani:ais."  ..(Memoires  et  Documents,  Aff. 
Etr.  Pond  Divers,  Amerique,  II.)  There  is  also  a  letter  from  a  M. 
Francis,  dated  October  21,  1763,  describing  Lord  Egremont's  plans  regard- 
ing "Accadia,  Canada,  and  the  Floridas."  (Arc.  Aff.  Etr.  Angleterre,  481, 
fol.  103.)  This  name  suggests  the  J.  B.  Lazarus  Francis,  the  agent  of 
Beaumarchais  in  America.  There  is  also  a  letter  from  a  M.  de  Neyon,  a 
French  officer  at  Fort  de  Chartres,  to  Loftus,  conceding  to  the  English 
permanent  possession  of  the  Illinois.  (Arc.  Col.  Louisiane,  44,  div.  2 
i8b.)  There  was  also  mention  of  a  M.  Larnier  who  was  in  the  Illinois 
in  the  early  seventies.  (Arc.  Aff.  Etr.  Angleterre,  501,  fol.  320.)  Another 
important  document  is  a  "Memoir  que  rcgarde  la  Louisiane,"  dated  1763. 
(Arc.  Col.  Louisiane,  vol.  43.) 
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independence  she  would  make  every  effort  to  preserve  it.^*^ 
The  many  suggestions  regarding  Louisiana  probably 
received  consideration  from  Choiseul,  altho  it  is  un- 
likely that  they  were  officially  discussed  in  the  cabinet.-" 
The  mercurial  mind  of  the  French  minister  had  already 

-^L'Evenement  singulier ;  .  .  .  .  arrive  a  la  Nouvelle  Orleans 
deviendra  s'il  est  saise  legerme  heureux  de  (  )  administration  de  I'Empire 
Britannique  aider  I'Amerique  Sepentrionale  a  s'en  separer  accroitre  le 
desire  qu'  elle"  parait  en  avoir,  montrer  a  ses  colons  qui  veulent  etre  libres 
<iu'euse ;  leur  faire  voir  sous  leurs  yeux  le  spectacle  interressant  de  deux 
Potentates  qui  pardonnent,  qui  protegent,  et  qui  daignent  de  concert  pro- 
ferer  le  mot  de  paussant  de  liberte.  ce  serait  faire  plus  que  econguerir  une 
des  provinces  anglaises  de  I'Amerique.  Le  choc  de  la  guerre  ne  servirait 
qu  a  rafermer  les  liens  qui  attachent  encore  ces  countrees  a  la  metropole, 
c'est  a  I'example  (  )  bonheur  a  les  entrainer  vers  le  but  ou  elles  tenent 
deja.  c'est  par  la  confiance  qu'elles  oseront  plus  et  plus  tot :  mais  cette  con- 
fiance  en  des  Monarques  que  des  prejuges  populaires  leurs  ont  fait  regarder 
comme  des  despottes,  ne  pent  s'acquirer  que  par  une  preuve  incontestable, 
il  n'en  pent  exister  une  plus  persuasions  que  la  liberte  de  la  Louisiane  .... 
...  les  citoyens  de  la  Louisiane  gouvernir  par  eux  memes  mais  avec  le(s) 
lois  donnees  par  la  parmission  de  I'Espagne  et  sous  la  guarentee  de  la 
France,  ne  dependraient  que  de  leur  intelligences  pour  tout  ce  que 
regardirait  les  details  de  la  justice  de  I'administration,  et  de  I'accroissement 
•qui  devrait  etre  le  point  de  vue  unique  de  leur  regime,  mais  des  com- 
missaires  soutenus,  et  authorises  par  les  deux  puissances  veuleraient  a  ce 
•que  I'ambition  des  particulaires  ne  causera  point  de  secousses  dans  les 
fibres  naissants  de  cette  petite  republique  ....  Les  colons  naturalises 
Espagnoles  par  la  cession,  et  frangais  par  leur  origin,  conserve  les  droits 
•de  commerce  .  .  .  .  un  territoire  salubre  dont  la  population  est 
presque  aussi  prompte  que  cette  du  Canada,  fertile  dans  tous  les  genus 
commestibles,  qui  s'etend  jusqu'aux  Illinois  ....  C'est  je  repete, 
armer  leur  Amerique  contre  eux  memes."  D'Estaiiig  propose  la  liberte  de 
la  Louisiane  sous  le  protectorat  de  la  France,  Versailles  March  lo,  1769. 
(Margry  Collections.  Sou.  Acq.  Francoises,  9309,  8.)  Bancroft  gives 
extracts  from  this  document  but  attributes  it  to  Choiseul.  United  States, 
V,  339- 

-"I  can  find  no  traces  in  the  P^ench  archives  of  a  cabinet  minute 
relating  to  the  West  during  this  period.  Bancroft  says  that  Choiseul  sent 
the  memorial  described  above  (note  26)  to  Du  Chatelet.  the  French  minis- 
ter to  London.  (United  States.  V.  339.)  He  is  prol)ably  right,  altho 
Choiseul  may  not  have  intended  the  memorial  to  express  his  own  opinions. 
Bancroft  also  quotes  Chatelet  as  approving  the  ideas  of  the  memorial. 
(Ibid.,  340.)  It  is  probable  that  the  whole  question  excited  lively  interest 
at  the  French  court  altho  no  official  action  was  taken. 
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turned  to  other  schemes  for  the  humiliation  of  England^ 
and  the  old  king  Louis  XV,  was  sunk  too  deep  in  debauch- 
ery and  disease  to  care.^^  Choiseul's  investigations  had 
piled  up  a  mass  of  documents,  but  they  did  not  result  in  a 
definite  policy  either  to  promote  insurrection  in  America, 
or  to  leave  tlie  colonies  alone.-'-'  The  vacillating  minister 
dropped  his  schemes  before  they  could  bear  fruit,  and  ere 
a  successor  could  develop  anew  the  policies  of  interven- 
tion, the  War  of  Indeijendence  was  well  under  way;  and 
the  course  of  events  liad  carried  it  beyond  the  control  of 
French  diplomac}^ 

With  the  abandonment  of  Frencli  activities  in  the 
Mississippi  Valley,  the  whole  territory  was  left  to  the 
English  and  Spanish.  Spain  held  the  west  bank  of  the 
river  and  within  her  domains  were  the  important  posts  of 
St.  Louis  and  New  Orleans,  the  latter  of  which  gave  her 
control  of  the  river's  mouth.  On  the  lower  Mississippi  the 
British  balanced  the  strategic  positions  of  Mobile  and 
Natchez  against  New  Orleans,  but  in  all  the  wilderness 
north  as  far  as  the  Illinois  posts  of  Kaskaskia  and  Cahokia 
there  was  not  a  single  liritisli  strongliold.  In  the  years 
between  1763  and  1774  the  population  of  Spanish  Louisiana 
increased  at  the  expense  of  the  Illinois  country.^"  British 

-s Perkins,  France  in  the  American  Revolution,  32.. 

-^In  his  efforts  to  conquer  Corsica,  Choiseul  lost  sight  of  America. 
When  Kalb  returned  from  his  mission  to  America,  Choiseul  refused  to  see 
him  and  declared  that  he  wanted  to  hear  nothing  more  of  America.  Soon 
after  this,  however,  he  announced  that  in  retaliation  for  English  aid  to  the 
Corsicans,  he  would  assist  the  Americans.  (Kapp,  Kalb.  72.)  He  was  soon 
threatening  to  involve  France  in  war  with  Great  Britain  over  the  Spanish 
claim  to  the  Falkland  Islands,  when  he  was  dismissed.  Perkins,  France  in 
the  American  Revolution,  31. 

^ojmmediately  after  the  treaty  of  1763  many  of  the  French  living  in 
the  Illinois  country  crossed  to  the  western  bank  of  the  Mississippi.  Pro- 
fessor Alvord  believes  that  as  soon  as  the  British  actually  occupied  the 
country  this  migration  stopped.  Cahokia  Records,  Introduction.  (Illinois 
Historical  Collections,  II.)  In  1787  an  investigation  by  Congress  showed 
fewer  than  600  inhabitants  in  the  Illinois,  of  whom  50  were  Americans, 
about  250  slaves,  and  the  remainder  French  and  English.  Journals  of  the 
Continental  Congress  (MSS.),  XLVIII,  fols.  48-52,  165.  Bancroft  gives 
the  population  of  the  Illinois  in   1768  as  1358.     United  States,  HI,  319. 
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traders,  however,  came  with  British  soldiers  to  the  old 
Northwest  and  entered  into  competition  with  the  French 
and  Spanish  across  the  river.  At  first  the  newcomers  were 
helpless  against  the  skill  and  influence  of  tlieir  rivals,^^ 
but  within  a  few  years  they  controlled  the  trade  of  the 
Illinois.^- 

During  the  3'ears  before  the  outbreak  of  the  American 
Revolution  the  British  and  Spanish  along  the  Mississippi 
were  mutually  distrustful.  There  were  many  points  of 
dispute  between  the  two  nations,  and  it  seemed  that  at  any 
time  there  might  be  an  outbreak  of  war.  ^^  Both  sides  saw 
the  importance  of  tlie  Mississippi  Valley,  and  both  made 
pre])arations  to  preserve  and,  if  possible,  to  extend  tlieir 
influence  there.  The  Spaniards  strengthened  their  defenses 
along  the  vrest  bank  of  the  river,  and  the  British,  ever  alert, 
prepared  to  checkmate  tliem.^^  Orders  were  given  that, 
in  the  event  of  war,  British  troops  should  at  once  seize  New 


^^Col.  Wilkins  to  secretary  of  war,  December  5,  1769.  See  above, 
p.  13,  note  16. 

^-Gayarre,  History  of  Louisiana,  III,  106.  In  1783  the  Canadian 
merchants  protested  vigorously  against  the  surrender  of  the  Northwest 
Territory  because  "it  cuts  off  all  the  trading  Posts,  and  almost  all  the 
Indian  Nations,  the  trade  with  whom  was  the  grand  object  of  the  Com- 
mercial Intercourse  between  Great  Britain  and  the  Province  of  Quebec."" 
Representation  of  Canada  Merchants  to  Lord  Shelburne,  January  31, 
1783.  (Shelburne  MSS.  in  Lansdozcne  House;  E.  L.  S.,  72,  fol.  459.  Copy 
in  Peace  Trs.,  Lib  of  Congress,  XIII.)  The  extent  of  British  trade  is 
shown  by  the  fact  that  in  one  month  in  1776  the  governor  of  Louisiana  cap- 
tured fifteen  British  trading  vessels.  See  p.  65.  The  French  archives 
also  contain  frequent  references  to  merchants  ruined  by  British  competition. 

33In  1770  there  was  a  dispute  between  the  two  countries  over  the 
Falkland  Islands  which  threatened  war.  Perkins,  France  in  the  American 
Revolution,  31.  In  1774  there  was  a  dispute  between  Spain  and  Portugal 
"de  leurs  limites  sur  le  Rio  St.  Pedro  et  vers  I'Uruguay."  Doniol 
Transcripts  Nou.  Acqs.  Franc.  6482,  36.  France  supported  Spain,  Great 
Britain  Portugal.     Ibid.,  31,  39. 

3*"The  proceedings  of  the  Spaniards  in  the  different  Posts  they  are 
forming  on  the  Western  side  of  the  Mississippi  cannot  be  too  narrowly 
watched."  Hillsborough  to  Gen.  Gage,  September  28,  1770.  (C.  O.  5,  88, 
no.  35,  fol.  277.) 
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Orleans  and  get  possession  of  Louisiana.^^  For  several 
years  the  two  nations  preserved  an  armed  peace  along  the 
Mississippi.  New  questions  of  dispute  arose,^*^  and  at 
the  time  of  the  outbreak  of  the  Revolution,  war  was  still 
threatening.  The  court  of  Madrid,  however,  was  anxious 
for  peace,^'^  and,  with  the  beginning  of  insurrection  in  the 
colonies,  the  British  commander  felt  it  safe  to  withdraw 
the  troops  in  the  Northwest  for  service  in  the  East.^^  Spain, 
however,  was  not  satisfied  and  the  disputes  between  the 
two  countries  were  allowed  to  drag  ou  until  they  led  to  Avar. 
Events  in  tlie  East  soon  directed  all  eyes  toward  Bos- 
ton, but  at  the  same  time  the  importance  of  the  outlying 
districts  increased.  The  control  of  the  Floridas,  of  Can- 
ada, and  of  the  Mississippi  Valley  became  at  once  a  matter 
of  vital  interest,  for  if  they  could  be  brought  into  rebellion 
British  power  in  America  would  receive  a  staggering  blow. 
In  none  of  these  provinces  was  the  population  large  enough 
and  sufficiently  homogeneous  to  organize  an  independent 
revolt,  but  the  American  insurgents  were  anxious  to  get 
their  assistance.  There  were  many  reasons,  however,  to 
prevent  both  the  Floridas  and  Canada  from  following  the 
lead  of  the  English  colonies.     In  the  southern  province 

^•■"•Hillsborough  to  Gage,  January  2,  1771.     (C.  O.,  5,  88,  no.  89,  fcl.  i.) 

^''The  question  of  the  boundary  between  the  possessions  of  Spain 
and  Portugal  in  South  America.     See  note  34. 

•'•'"S.  M.  Cath  ne  m'a  pas  dit  qu'elle  desirait  une  mediation  mais  vrai- 
semblablement,  que  si  la  France  d'accord  avec  I'Angleterre  I'oflfrant  a  ce 
Monarque  il  I'accepterait,  car  il  est  certain  qu'il  desire  sincerement  le 
maintien  de  la  paix." — Ossun,  French  ambassador  to  Madrid,  to  Vergennes, 
December  5,  1774.  (Doninl.  Transcril^ts,  Xoii.  Acq.  Franc,  6482,  49.) 
See  also  p.  8,  note  4. 

3^"Lord  Dunmore  has  sent  me  a  provincial  major  by  the  name  of 
Cniioly,  in  whom  his  Lordship  puts  great  Confidence  to  Impart  a  Project 
of  raising  the  People  of  Detroit  and  other  Settlers  in  the  interior  Coun- 
try, who  with  the  Indians  and  the  two  Companys  of  the  i8th  Regiment 
at  the   Ilinois  might  make   a  diversion   on  the   Frontiers   of    Pensylvania 

and  Virginia I  will  do  all  I  can  lo  promote  its  success 

I  have  sent  ....  Lord  Dunmore  Letters  ....  for  Capt.  Lord  of 
the  18  th  Regiment,  ordering  him  to  move  the  Companys  of  said  Regiment 
from  the  Ilinois  to  Detroit  .  .  .  ."  Gage  to  Dartmouth,  September 
20,  175.     (C.  O.  5.  92,  no.  37,  fol.  568-569.) 
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the  restless  spirits  who  favored  revolt  were  overawed  by 
the  strong  garrisons  wliich  the  British  maintained  to  pro- 
tect the  country  from  the  Indians  and  Spaniards,  while 
the  great  mass  of  the  population  sympathized  witli  Great 
Britain.  Concerted  action  with  the  insurgents  was  fur- 
thermore made  impossible  by  the  unexplored  wilderness 
to  the  north.  Under  such  conditions,  the  conquest  of  the 
Floridas  by  the  Americans  was  possible  only  with  foreign 
assistance.  Spain,  however,  had  not  forgotten  her  ancient 
possession  of  them,  and  regarded  them  of  the  utmost  im- 
portance in  maintaining  control  of  the  Gulf  of  Mexico. ^^ 
Due  to  these  circumstances  American  projects  against  the 
Floridas  were  destined  to  prove  abortive,  and  in  spite  of 
every  effort,  tliese  provinces  were  to  serve  only  as  a  pawn  to 
tempt  the  greed  of  Spain. 

In  the  minds  of  many  Americans,  Canada  lield  a  pLace 
of  greater  importance  than  the  Floridas,  altho  there 
were  equally  serious  difficulties  in  the  way  of  union.  Tlie 
natives  were  of  alien  race,  and  twelve  years  before  had 
fought  desperately  against  the  men  who  would  now  call 
them  brothers.  Tlieir  difference  in  religion  had  only  recent- 
ly been  emphasized  in  the  bitter  dispute  over  the  Quebec 
Act,  and  the  French  Canadians,  long  accustomed  to 
paternal  government,  looked  with  indifference  on  tlie  Xew 
England  ideas  of  liberty.  They  were  well  satisfied  with  the 
improvements  which  the  English  had  made  in  their  con- 
dition,^^ and  the  pleas  of  insurgent  agitators  found  no  re- 
sponse in  their  minds.  French  civil  law  was  still  main- 
tained, and  the  Roman  Catholic  religion  virtually  estab- 
lished,^^ while  the  annexation  of  the  territory  north  of  the 


"^See  p.  80,  note  37. 

"Kalb's  report  to  Choiseul,  1768.  Kapp,  Life  of  Kalb,  65-70. 

*iFor  description  of  the  organization  of  the  province  of  Quebec  see 
Coffin,  "The  Province  of  Quebec  and  the  Early  American  Revolution. 
Kalb  wrote  in  1768  that  the  Canadians  would  not  unite  with  the  other 
cc'onies  in  revolt.     Kapp,  "Life  of  Kalb,  68. 
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Ohio  flattered  the  pride  of  the  Canadians^^  and  gave  them 
a  practical  monopoly  of  the  fur  trade.^^ 

The  measures  favoring  the  French  in  Canada  aroused, 
among  the  English  of  that  province,  a  spirit  of  disaffection, 
which  held  out  to  the  revolting  colonies  a  promise  of  union. 
The  governor-general  was  alarmed  at  the  threatening  atti- 
tude of  the  English  Canadians  and  took  measures  to  repress 
insurrection.^"*  The  Continental  Congress,  on  the  other 
hand,  was  anxious  to  bring  all  British  America  under  its 
sway,  and  in  October,  1774,  adopted  resolutions  urging  the 
Canadians  to  unite  with  them  in  opposition  to  the  measures 
of  the  British  government.^^  In  the  Februarj^  following 
agents  of  Congress  arrived  in  Montreal,  where  they  held  a 
"meeting  of  Merchants  and  most  of  the  English,  Scotch, 
and  Irisli  of  Montreal  at  the  Coffee  House  ....  and 
[these]  were  urged  by  the  New  Englanders  to  send  2  del- 
egates to  Congress  at  Philadelphia.""*^  These  agents  re- 
ported that  Canada  was  not  in  condition  to  resist  attack, 
that  the  English  population  was  ready  to  revolt,  and  that 
the  French  would  remain  inactive."*^ 

Congress,  thereupon,  determined  to  send  a  military 
expedition  against  Canada,  in  the  hope  of  inducing  it  to 


*-Kingsford,  History  of  Canada,  V,  251. 

*•■'....  "it  [the  treaty  of  1783]  cuts  off  all  the  trading  Posts  and  al- 
most all  the  Indian  Nations,  the  trade  with  whom  was  the  grand  Object  of 
the  Commercial   Intercourse  between  Great   Britain  and  the   Province  of 

Quebec Consequently  the  whole  trade  with  the  Indians  must  be 

entirely  cut  off  from  the  Province  of  Quebec."  Representation  of  the 
Canada  Merchants  to  Shelburne,  January  31,  1783.  (Shelburne  MSS.,  E.  L. 
S.,  72,  fol.  459;  copy  in  Peace  Transcripts,  XIII.) 

^''Carleton,  the  governor-general  of  Canada,  wrote  Dartmouth,  Jan- 
uary 12,  1775,  of  "endeavours  being  made  by  certain  of  his  Majesty's  British 
subjects  to  kindle  in  the  Canadians  the  spirit  that  reigns  in  Massachu- 
setts, and  seems  to  run  through  most  of  the  other  colonies."  P.  R.  0.,  Col. 
Cor.,  Quebec,  11,  24.     Quoted  in  Stephens,  Chronological  Index. 

*^Journal  of  Continental  Congress  (Ford  ed.),  i,  62. 

<«Extract  of  letter  from  Montreal,  April  6,  1775.  (P.  R.  O.,  Col.  Cor 
Quebec,  11,  48;  quoted  in  Stephens,  Chronological  Index.) 

*"Kingsford,  Canada,  V,  251. 
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join  the  rebellion,  Washington  agreed  to  this,  and  believed 
also  that  the  movement  would  be  of  strategic  value.^^  To 
this  expedition  he  gave  much  time  and  thought,  for  he  felt 
that  it  would  have  a  "decisive  effect  on  the  public  interests." 
If  the  Continentals  should  conquer  Canada,  he  was  certain 
that  the  plans  of  the  British  ministry  would  fail,^^ 

Governor  Carleton  was  gTeatly  alarmed  at  these  ef- 
forts of  Congress  to  win  over  the  Canadians.  He  admitted 
that  the  Americans  were  "only  too  successful"  in  tlieir 
efforts  "to  debauch  the  minds  of  the  Canadians  and  In- 
dians.*' He  complained  that  the  people  in  general  seemed 
"to  think  it  their  interest  that  these  Wretches  should  be- 
come Masters  of  the  Country,  though  the  Gentlemen, 
Clergy  and  most  of  the  Bourgeois,  have  manifested  great 
Zeal  and  Fidelity  for  the  King's  service,"  Carleton  was  in 
despair.  He  declared  that  the  whole  country  was  "on  the 
eve  of  being  overrun  and  subdued,"^^  Gage  was  more  opti- 
mistic, however,  and  felt  that,  unless  the  whole  body  of  the 


48Washington,  Jl'orks  (Ford  ed.),  Ill,  238. 

*^Ibid.,  Ill,  120.  The  colonial  assemblies  had  early  sent  detached 
■expeditions  towards  Canada,  and  Washington  resolved  to  bring  these 
together  in  a  systematic  invasion.  On  August  20,  1775,  he  wrote  to 
General  Schuyler  communicating  a  plan  of  attack  by  way  of  the  Kennebec 
River  to  Quebec.  He  hoped  this  would  make  a  diversion  and  prevent 
General  Carleton  from  defending  both  Montreal  and  Quebec.  (Ibid.,  124.) 
He  instructed  Arnold  to  do  all  in  his  power  to  win  the  good  will  of  the 
Canadians  "by  just  and  honorable  conduct,"  and  to  treat  them  and  the 
Indians  as  friends  and  brothers.  He,  himself,  issued  a  proclamation 
urging  the  Canadians  to  join  in  the  revolt.  (Ibid.,  126.)  He  also  suggested 
to  Congress  that  the  Canadians  be  invited  to  send  delegates  to  that  body. 
(Ibid.,  238.)  In  accord  with  Washington's  ideas  Montgomery  urged  the 
Canadians  to  form  "a  provincial  convention  to  maintain  the  civil  and 
religious  rights  of  the  colonies."     (Ibid.,  239.) 

^°Carleton  to  Gage,  Montreal,  September  16,  1775.  Carleton  went  on 
to  state :"....  I  had  great  hopes  of  holding  out  for  the  Year, 
tho'  I  seemed  abandoned  by  all  the  Earth,  had  the  Savages  remained  firm; 
I  can  not  blame  these  poor  People  for  securing  themselves,  as  they  see 

Multitudes  of  the  Enemy  at  Hand  [and]  no  succor  from  any  Part " 

C.  O.  5,  92,  fol.  673;  copy  in  Bt.  Trs.,  123,  fol.  405,  L.  C. 
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Canadians  Avent  over  to  the  provincials,  the  American 
expedition  must  fail.^^ 

News  of  tlie  fall  of  Montreal  further  alarmed  the 
British  commanders  and  aroused  a  corresponding  elation 
among  the  Americans.  Many  of  the  Canadians  went  over 
to  the  side  of  the  insurgents,  and  for  a  time  it  seemed  that 
the  whole  province  would  take  the  side  of  Congress.  In 
the  revolting  colonies  great  importance  was  attached  to  the 
expedition  against  Quebec,  and  Washington  wrote  that, 
upon  its  outcome,  would  probably  depend  the  issue  of  the 
whole  war.'-  The  failure  of  Montgomery  and  Arnold  was 
a  bitter  disappointment  to  him,  and  he  felt  that  the  colonies 
had  lost  a  great  chance  for  a  speedy  and  decisive  victory, 
and  that  now  the  struggle  must  be  long  and  bloody.'^^  For 
a  time,  however,  he  did  not  give  up  hope  of  affecting  the 
con(juest  of  Canada,'^  but  military  events  in  other  colonies 
became  more  serious,  the  American  forces  were  withdrawn, 
and  the  province  of  Quebec  was  lost  to  the  Revolution. 

Only  the  West,  then,  offered  opportunities  for  expan- 
sion. In  this  direction  population  naturally  flowed,  and, 
altho  witliout  legal  sanction,  frontiersmen  had  already 
spread  over  the  region  south  of  the  Ohio,  and  established 
settlements  in  its  rich  valleys.  To  these  settlements,  as 
well  as  to  tlie  territory  north  of  the  river,  the  colonists  laid 
claim  by  right  of  their  charters.  "'■'  Against  these  charters 
was  the  legal  force  of  various  Indian  treaties  and  the 
Quebec  Act.  Furthermore,  in  the  Northwest  the  British 
held  a  (]uasi-military  autliority  Avhicli  the  colonists  were 
in  no  position  to  dispute.  The  country  south  of  the  Ohio, 
however,  did  not  offer  so  difficult  a  problem.  The  British 
had  no  military  control  within  its  limits,  and  there  was  no 
one  to  disj)ute  the  claims  of  Virginia  and  North  Carolina. 

•'''Gage  to  Dartmouth,  September  20,  1775.     (C  O.  5,  92,  no.  38,  fol. 

571.) 

■"'-Washington,    Works   (Ford  ed.),   Ill,  381. 

*^Ihid.,  IV,  47,   103,   108,   174. 

^*lhid.,  IV,  19s,  218. 

^""Journals  of  Continental  Congress   (Hunt  ed.),  XVIIT,  939. 
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Altho  settlers  were  pouring  in,  the  outbreak  of  war  had, 
as  yet,  prevented  the  organization  of  a  government.^^  It 
was  not  long,  however,  until  the  inhabitants  of  Tennessee 
and  Kentucky  demanded  some  organization,  and  estab- 
lished the  Watauga  Association  and  the  County  of  Ken- 
tucky. 

During  tlie  early  days  of  the  Revolution,  the  West  re- 
ceived scant  consideration  from  the  leaders  of  the  rebel- 
lion. Congress  concentrated  its  armies  in  the  East  and 
the  West  was  left  to  shift  for  itself.  In  no  sense,  however, 
•did  the  colonies  abandon  their  claims  to  the  valley  of  the 
Mississippi.  Washington,  Franklin,  and  Jay  all  main- 
tained the  right  of  the  Americans  to  the  West,^^  and  there 
probably  could  be  found  no  one  among  the  patriots  who 
did  not  regard  tlie  back  countries  as  a  part  of  the  colonial 
dominions,  and  this  very  unanimity  doubtless  forestalled 
discussion. 

The  British,  however,  were  the  first  to  see  the  import- 
ance of  the  West  in  the  war  and  were  quick  to  take  ad- 
vantage of  it.  General  Gage  planned  to  raise  the  set- 
tlers of  the  Korthwest  to  assist  the  Indians  and  some  reg- 
ular troops  from  tlie  Illinois  in  an  attack  on  the  frontiers 
of  Pennsylvania  and  Virginia.^^  Supplies  were  to  come 
from  Pensacola  up  the  Mississippi  and  Ohio,  and  with  the 
cooperation  of  Lord  Dunmore  in  Virginia,  Gage  planned  to 
•<!ut  the  colonies  in  two  and  restrict  the  area  of  rebellion  to 
New  England.     This  plan  was  never  carried  out,  but  the 

^^See  Alden,  Neiv  Governments  West  of  the  AUeghanies  before  1780; 
Turner,  Western  State  Making  during  the  Revolution,  in  American  His- 
torical Review,  I,  20,  70. 

^'^In  July,  177s,  Franklin  drew  up  a  plan  of  confederation  to  include, 
not  only  the  thirteen  colonies  and  Canada,  Nova  Scotia,  and  the  Floridas, 
but  the  West  Indies  and  Ireland  as  well.  {Works  (Smyth  ed.),  VI,  425.) 
This  plan  was  presented  to  Congress  but  never  acted  upon.  Altho  no 
specific  mention  was  made  of  the  West  it  is  evident  that  Franklin  thought 
it  unnecessary  to  discuss  it.  Jay  declared  that  he  had  long  believed  that 
Congress  should  grant  Spain  the  navigation  of  the  Mississippi  below  "our 
•.territories."    History  of  the  Spanish  Mission;  Jay,  Life  of  Jay,  I,  100. 

°^Gage  to   Dartmouth.     See  p.  20,  note  38. 
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British  were  successful  in  keeping  Detroit  and  the  posts 
along  the  Great  Lakes  and  the  Mississippi,  which,  with  the 
control  of  the  Floridas,  enabled  them  to  threaten  contin- 
ually the  vast  regions  between. 

Thus  conditions  at  the  outbreak  of  the  war  limited 
the  area  of  rebellion  and  threw  the  conquests  of  the  Seven 
Years'  War  once  more  into  the  jackpot  of  world  diplomacy. 
These  conquests  were  now  divided  into  four  zones,  each  of 
which  presented  a  distinct  problem.  The  Floridas  were 
definitely  included  within  the  scope  of  Spanish  diplomacy^ 
while  the  claims  of  Spain  and  the  United  States  to  the 
territory  south  of  the  Ohio  made  impossible  an  alliance 
between  these  two  powers.  The  old  Northwest  was  of  vital 
interest  to  the  new  republic,  while  Canada,  as  the  last 
stronghold  of  British  power  in  America  was  sure  to  receive 
great  attention.  Each,  then,  was  a  distinct  issue  in  the 
diplomacy  of  the  American  Revolution,  and  the  outcome 
was  made  still  more  uncertain  by  the  policy  of  Vergennes, 
who,  through  the  humiliation  of  Britain,  was  seeking  to 
brighten  the  prestige  of  his  beloved  France. 


CHAPTER    II 

VERGEXNES  AND   SPANISH   DIPLOMACY 

The  accession  of  Louis  XVI  to  the  throne  of  France 
gave  renewed  life  to  the  worn  out  diplomacy  of  Versailles. 
The  nominal  head  of  the  new  ministry  was  the  aged  and 
dissolute  Maurepas,  but  the  real  leadership  fell  to  the 
astute  and  energetic  minister  of  foreign  affairs,  Charles 
Gravier,  comte  de  Vergennes.^  Vergennes  had  spent  his 
active  life  in  diplomacy  and  was  called  to  the  foreign  office 
from  an  embassy  to  the  court  of  Sweden.  He  had  none  of 
the  characteristics  of  the  supple  Choiseul,  but  was  a  man 
of  resolute  purpose,  blunt  and  direct  in  speech,  and  cold 
and  haughty  in  manner.  His  temper,  when  once  aroused, 
was  violent ;  but  his  anger  was  soon  appeased ;  and  he  was, 
in  general,  patient  and  courteous.  Particularly  noticeable 
was  his  lack  of  that  vivacity  and  optimism  so  general 
among  Frenchmen;  and  his  appearance  gave  the  impres- 
sion of  one  laboring  under  a  load  of  responsibility  and 
anxiety.  He  was,  however,  a  man  of  clear  understanding 
and  definite  aims,  and  one  who  would  pursue  unhesitatingly 
to  the  end  a  policy  upon  which  he  had  once  decided.^ 
Altho  not  a  great  man,  he  had  an  infinite  capacity  for 
taking  pains,  and  would  often  labor  at  his  desk  from  early 
in  the  morning  till  late  at  night.  He  has  been  described, 
and  perhaps  justly,  as  having  for  his  trump  cards  "subtlety. 


iTurgot  was  the  only  serious  rival  of  Vergennes  and  the  latter  always 
carried  his  point  over  the  advice  of  the  minister  of  finance.  Doniol  has 
the  same  view  of  the  position  of  Vergennes.    Hisloirc,  I,  249. 

^"Whether  the  policy  which  he  [Vergennes]  pursued  was  the  boldest 
which  he  could  have  adopted  no  man  now  possesses  the  means  of  judging. 
....  But  having  adopted  it,  it  is  but  justice  to  this  minister  to  admit  that 
he  pursued  it  with  singular  equanimity,  firmness,  and  temper."  North 
American  Review,  XXXIII,  471.  Wharton  attributes  this  article  to 
Edward  Everett.     Dip.  Cor.,  I,  243  et  seq. 
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wiliness,  cleverness,  and  sagacity,"^  but,  at  the  same  time 
his  honesty  and  loyalty  were  beyond  suspicion.  Narrow 
in  outlook,  his  one  passion  was  patriotism,  and  he  gave  to 
France  a  life  of  single-hearted  devotion.  His  was  not  a 
lovable  character,  but  his  uprightness  and  ability  gained 
for  him  the  respect  and  friendship  of  such  opposite  char- 
acters as  the  frivolous  Marie  Antoinette,  the  dull  Louis 
XVI,  and  the  shrewd  and  philosophic  Franklin.^ 

When  Vergennes  took  up  tlie  slackened  reins  of  power, 
France  was  reduced  to  impotency  in  the  councils  of  Europe. 
The  new  minister  saw  clearly  the  depths  to  which  his  coun- 
try had  fallen  and  felt  keenly  her  degradation.  "The  de- 
plorable peace  of  1763,"  he  informed  his  king,  "the  parti- 
tion of  Poland,  and  in  fact,  other  causes  equally  disastrous, 
have  struck  the  greatest  blows  to  the  respect  for  your 
crown. "^  Great  Britain,  he  complained,  had  gained  most 
from  the  misfortunes  of  France,  for  she  had  conquered 
■Canada,  Louisiana,  and  other  important  possessions  of  the 
Bourbons.  To  retrieve  the  fallen  glory  of  his  country  he 
would  strike  at  the  British  Empire.  To  restore  French 
prestige  through  the  liumiliation  of  England  was  the  key- 
stone of  his  policy,  and  it  was  this  which  led  him  to  suggest 
that  encouragement  and  aid  be  given  the  British  colonies 
in  their  opposition  to  the  mother  country.''  It  was  this 
idea,  also,  Avhich  led  him  in  1778  to  recognize  the  inde- 

^llale,  Franklin  in  France,  II,  80. 

■•This  characterization  of  Vergennes  is  drawn  from  his  letters  and 
despatches.  Franklin  had  a  high  appreciation  of  his  character.  In  1781 
he  wrote  of  "the  sincerity  of  this  upright  minister,  who  never  promised 
to  me  any  thing  which  he  did  not  punctually  perform".  (Works  (Smith 
ed.),  VIII,  302.)  At  the  news  of  Vergennes's  death  Franklin  again 
wrote :  "So  wise  and  good  a  man,  taken  away  from  the  station  he  filled 
is  a  great  loss,  not  only  to  France  hut  to  Europe  in  general,  to  America 
and  to  mankind."  (Ibid.,  IX,  575.)  For  a  common  idea  of  Vergennes 
see  Jay's  characterization  in  Magazine  of  American   History,  XIII,  31. 

"^Translation.     Doniol,  Histoire,  I,  13. 

*Hale  declared  that  Vergennes's  object  was  to  weaken  Great  Britain, 
"to  make  good,  in  a  measure,  the  territorial  losses  of  the  Seven  Years' 
War,  that  is  Canada  .  .  .  ."     Franklin  in  France,  II,  44. 
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pendence  of  the  United  States,  and  at  the  same  time  to 
make  every  effort  to  keep  the  alliance  and  friendship  of 
Spain/ 

From  accounts  of  conditions  in  America,  Vergennes 
was  sure  that  a  rupture  was  at  hand.  He  was  not  satisfied 
with  De  Kalb's  report;  and,  to  make  his  information  more 
exact,  he  determined  to  send  over  an  agent  of  his  own.^ 
His  choice  fell  upon  a  gentleman  named  Bonvouloir  who 
was  sent  secretly  and  with  no  credentials.  Vergennes  rec- 
ognized the  jealousy  felt  by  tlie  colonists  of  French  influ- 
ence and  their  fear  of  aggression,  and  he  instructed  his 
agent  to  inform  them  that  France  had  no  designs  on  Can- 
ada.^ This  promise  Vergennes  doubtless  made  in  good 
faith,  for  he  cared  nothing  for  wide  colonial  dominions 
which  would  bring  only  trouble  and  expense.^*^  His  chief 
interest  was  in  small  and  productive  colonies  and  in  ad- 
vantageously situated  commercial  ports. 

The  revolt  of  the  American  colonies  gave  to  the  New 
World  an  international  importance  such  as  it  had  never  be- 
fore possessed.  Always  before,  it  had  been  a  minor  factor  in 
great  European  struggles,  but  now  it  became  the  center  5f 
a  new  conflict,  fought  out  on  different  lines.     In  previous 

^Doniol,  Histoire,  I,  13. 

^"Quoiqu'on  ait  voulu  faire  honneur  a  M.  le  clue  de  Choiseul  d'avoir 
prepare  cette  revolution  je  dois  dire  avec  verite  sans  pretendre  enlever 
rien  a  sa  gloire  qu'il  n'y  a  en  aucune  part.  .  .  .  Bn  de  Kalb  qui  apres  la 
paix  avait  voiage  de  son  ordre  dans  les  Colonies  angloises  n'avoit  d'autre 
commission  qui  de  reconnoitre  les  dispositions  de  ces  peuples.  La  cor- 
respondance  qui  j'ai  Sous  ma  main  n'announce  pas  meme  des  decouvertes 
fort  importantes."  Vergennes  (in  his  hand)  to  the  king,  1776.  Vergennes 
went  on  to  explain  that  new  conditions  had  arisen  and  it  was  necessary 
to  have  some  one  on  the  ground  to  report  new  developments.  Aff.  Etr. 
France,  446,  no.  23,  Doniol,  Transcripts,  Nou.  Acq.  Francs.,  6494,  55. 

^Wharton,  Dip.  Cor.,  I,  333. 

^°"La  France  a  des  colonies  dans  la  proportion  qui  convient  a  sa  popu- 
lation et  son  Industrie.  Plus  seroit  une  charge  plus  tost  q  un  benefice. 
Si  la  perte  du  Canada  lui  a  ete  sensible  elle  doit  la  moins  regretter  depuis 
que  labandon  quelle  a  ete  obligee  d  en  faire  est  devenu  le  signal  de 
revoke  des  provinces  angloises  sur  le  continent."  Vergennes  to  Aranda,  ' 
April  26,  1777.     (Esp.,  584,  no.  40.) 
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wars  it  was  merely  a  question  of  wlietlier  Great  Britain  or 
tlic  Jtoiii'boiis  should  extend  a  colonial  empire,  but  now  the 
matter  in  hand  was  the  birth  of  a  new  nation.  Defeated  in 
the  past  in  everj-  struggle  with  a  united  Britain,  France 
now  saw  in  a  divided  empire  her  opportunity  for  vengeance. 
It  was  no  longer  a  contest  over  Canada  and  Louisiana;  the 
recon(|uest  of  these  did  not  enter  the  dreams  of  Vergennes; 
he  looked  for  triumph  over  Great  Britain  in  the  destruction 
of  her  commerce,  in  the  dismemberment  of  her  empire,  and 
above  all,  in  forming  her  richest  provinces  into  a  new  na- 
tion that  would  be  forever  a  check  on  British  aggression. 

The  outbreak  of  open  Avar  in  America  formed  a  crisis 
in  the  diplomacy  of  France.  The  moment  had  come  for 
which  Choiseul  had  waited  in  vain  and  towards  which 
Vergennes  had  pointed  his  policy.  The  report  of  battle  on 
the  commons  of  Lexington  warned  him  that  the  time  for 
action  was  at  hand.  AVhile  it  was  clear  that  France  had 
a  great  interest  in  the  revolt,  there  still  arose  in  the  mind 
of  Vergennes  many  questions.  Would  the  colonies  declare 
their  independence?  If  they  did,  would  they  fight  with 
determination  to  maintain  their  declaration?  Should 
France  offer  them  aid;  and,  if  so,  what  should  be  its  char- 
acter? Would  S])ain  join  in  a  war  to  free  rebellious 
colonies?  ^Vhat  recompense  should  the  two  crowns  expect 
for  their  assistance?  With  these  questions  in  mind  Ver- 
gennes began  to  formulate  a  definite  policy. 

In  two  memorials  written  at  this  time  ma^'  be  read 
the  fundamentals  of  his  decision  to  which  he  clung  through- 
out the  succeeding  years."     The  tij-sl  is  headed  "Reflexions 


**There  is  a  third  memorial  entitled  "Moiioirc  Historique  et  Politique 
sur  la  Louisiane"  par  M.  de  Vergennes,  ministre  de  Louis  XVI,  and  pub- 
lished in  Paris  in  1802.  This  memorial  declared  that  the  war  then  going 
on  in  America  was  of  vital  interest  to  France  and  Spain,  and  that  the  two 
countries  ought  to  unite  on  a  policy  regarding  the  struggle.  The  Ameri- 
cans, if  successful,  were  likely  to  seize  the  American  possessions  of  Spain 
and  become  the  dominant  power  on  the  continent.  The  only  means  of 
preventing  this,  continued  the  memoir,  was  to  restore  Canada,  Louisiana, 
and    Lastcrn    Louisiana   to    France.     The    Indians   and    Canadians   would 
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Sur  la  Conduite  qu'il  convient  a  la  france  de  tenir  a  regard 
des  Colonies  Angloisses,  par  M.  Gerard  de  Rayneval,"  and 
was  prepared  in  the  latter  part  of  1775  for  the  use  of 
Vergennes.^-  The  second  bears  the  title  ''Considerations 
sur  I'affaire  des  Colonies  anglois  de  TAmerique/'  and  was 
drawn  up  by  Vergennes  himself.^"  The  first  of  these  de- 
scribes in  general  terms  conditions  in  America,  and  the 
interest  of  France  in  the  struggle;  the  second  sets  forth, 

then  be  able  to  balance  the  ambition  of  the  Americans.  Louisiana  was 
useless  to  Spain,  it  argued,  and  that  power  ought  to  be  glad  to  surrender 
it  to  France  in  return  for  a  guarantee  of  her  other  possessions.  It  was 
also  necessary  for  the  protection  of  French  commerce.  Whatever  the  out- 
come of  the  war  between  England  and  her  colonies,  reasoned  the  memorial, 
Europe  must  intervene.  In  that  case  France  would  be  in  position  to  re- 
claim her  ancient  possessions  in  Canada. 

This  memorial  has  received  importance  from  the  use  Professor  Turner 
makes  of  it  in  his  "Policy  of  France  toward  the  Mississippi  Valley  in  the 
Period  of  Washington  and  Adams."  (Ajh.  Hist.  Rev.,  X,  249.)  There  is 
good  reason  to  believe,  however,  that  the  whole  memoir  is  a  forgery.  Tur- 
ner admits  that  there  was  some  suspicion  of  it,  but  attempts  to  establish  its 
authenticity  by  the  assertion  that  "the  subsequent  actions  of  Vergennes  are 
entirely  consistent  with  the  view  that  he  was  the  author."  He  attempts 
to  prove  this  assertion  by  reference  to  Oswald's  letter  to  Shelburne  of 
September  17,  1782,  regarding  Rayneval's  mission  to  London,  and  by 
Godoy's  declaration  in  his  memoirs  that  Vergennes  tried  "to  induce 
Spain  ....  to  give  to  France  her  ancient  colony."  The  publication  of  Ray- 
neval's report  to  Vergennes  (Doniol,  Histoire,  V,  135)  shows  that  his 
mission  had  nothing  to  do  with  the  western  territories.  Godoy's  account 
can  not  be  accepted  as  decisive.  During  the  Revolution  he  was  but  a 
child  and  he  was  hardly  more  than  a  youth  when  he  assumed  office  in 
1792.  He  could  have  had  no  first  hand  information  of  any  such  attempt 
as  he  describes.  He  did  not  publish  his  memoirs  until  many  years  later 
(1832)  when  his  memory  could  not  have  been  accurate  and  he  probably 
confused  some  French  efforts  after  the  Revolution  to  obtain  Louisiana 
with  the  name  of  Vergennes.  As  will  be  shown  in  the  course  of  this 
study,  the  policy  laid  down  in  this  memoir  was  not  in  accord  with  the 
policy  of  Vergennes  as  stated  in  his  authentic  papers.    He  made  no  attempt 


i-In  hand  of  Rayneval.  (Etats-Unis,  Memoires  et  Documents,  I,  no. 
4,  fol.  59;  Stevens,  Facsimiles,  XIII,  1310;  Doniol,  Histoire,  i,  243  et  seq.) 

"Dated  March  12,  1776.  (Etats-Unis,  Memoires  et  Documents,  I,  no. 
9;  Stevens,  Facsimiles,  XIII,  1316;  Doniol,  Histoire,  I,  278  et  seq.) 
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in  detail,  the  confused  state  of  English  politics,  and  argues 
for  a  policy  unfriendly  to  Great  Britain. 

Vergennes  and  his  chief  assistant  were  alike  convinced 
that  the  rebellious  colonies  would  declare  their  indepen- 
dence; but  the  position  France  should  take  offered  many- 
problems,  for  a  move  in  any  direction  was  threatened  with 
danger.  They  were  willing  to  allow  both  combatants  tO' 
exhaust  themselves  without  offering  any  interference,  but 
they  foresaw  great  hazards  from  a  consistent  policy  of 
non-intervention.  Both  declared  that,  whatever  the  out- 
come of  the  war  in  America,  it  would  surely  lead  to  an- 
other struggle  between  the  Bourbon  powers  and  Great 
Britain.  If  the  latter  power  should  conquer  the  insurgents,, 
they  argued,  she  would  seek  indemnitj'  for  her  expenses  in 
an  attack  on  the  colonies  of  France  and  Spain ;  if  defeated, 
she  would  but  have  an  additional  motive  to  cover  the 
humiliation  by  a  blow  at  her  ancient  rivals.  The  Bourbon 
powers  could  not  hope  to  save  themselves  by  maintaining: 
their  neutrality,  for  no  matter  how  carefully  they  ab- 
stained from  interference  in  the  war,  the  British  would 
still  accuse  them  of  aiding  the  rebels,  and  use  this  as  a  pre- 


to  obtain  territory  in  America  and  often  disclaimed  even  to  Louis  XVI 
any  desires  in  that  direction. 

There  is  other  evidence  of  forgery.  The  style  is  not  that  of  Vergen- 
nes. Page  after  page  is  taken  up  with  historical  and  geographical  details 
of  which  we  find  little  in  the  authentic  papers  of  Vergennes,  and  there 
is  no  part  that  bears  the  ear  marks  of  a  state  paper.  The  paper  also- 
shows  an  ignorance  of  political  and  geographical  conditions  during  the 
Revolution  which  can  not  be  attributed  to  Vergennes.  The  plainest 
example  is  found  on  page  26  of  the  memoir.  It  states  that  tlie  English 
will  soon  get  possession  of  Louisiana  and  that  then  "Florida  will  fall  of 
itself."  Vergennes  frequently  discussed  the  question  of  Florida  but  he 
never  committed  the  mistake  of  supposing  that  it  belonged  to  Spain  during 
the  period  of  the  Revolution. 

The  circumstances  of  the  publication  of  the  memoir  are  suspicious. 
In  the  years  from  1800  to  1803  Napoleon  was  concerned  with  Louisiana, 
and  the  publication  of  this  supposed  work  of  Vergennes  would  help  to 
justify  his  conduct  in  the  eyes  of  the  world.  On  no  ground  can  the 
authenticity  of  this  memoir  be  accepted. 
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text  for  attack.  No  faith  could  be  placed  in  the  guarantees 
of  Great  Britain,  for,  declared  Vergennes:  "L'experience 
n'a  que  trop  prouve  quils  croient  juste  et  honorable  tout 
quils  regardent  comme  advantageux  a  leur  nation  et 
destructif  pour  ses  rivaux."  Vergennes  went  on  to  state 
that  there  was  already  talk  in  England  of  a  popular  war 
against  France  to  allay  domestic  disputes  and  extinguish 
the  national  debt.  France,  he  declared,  had  little  to  fear 
from  an  independent  republic  in  the  New  World,  for  it 
would  be  too  exhausted  to  attempt  any  aggression  for  years, 
and  its  very  organization  as  a  republic  would  discourage 
the  spirit  of  conquest,  while  its  people,  devoted  to  industry 
and  commerce,  would  see  the  need  of  peace. 

Eayneval  urged,  moreover,  that  his  country  had  much 
to  gain  from  an  independent  America,  for  not  only  would 
it  weaken  Great  Britain  but  also  increase  proportionately 
the  power  of  France.  England's  commerce  would  suffer 
an  irreparable  blow,  and  that  of  France  would  increase  in 
importance.  Rayneval  thought  the  opportunity  favorable 
also  for  France  to  recover  some  of  her  lost  American  pos- 
sessions, particularly  the  fisheries  of  Newfoundland  and 
the  Gulf  of  St.  Lawrence. ^^  In  regard  to  the  restoration 
of  the  ancient  French  empire,  he  merely  remarked:  "On 
ne  parle  pas  du  Canada." 

No  plan  that  Rayneval  may  have  had  for  the 
recovery  of  New  France  received  any  encouragement 
from  Vergennes,  altlio  such  a  scheme  was  not  con- 
trary to  the  Bourbon  traditions.  He  did  not  be- 
lieve that  a  French  empire  in  America  was  again 
possible;  and,  if  it  were  possible,  he  argued,  France 
had  already  enough  colonies  for  her  resources  and  should 


^*In  discussing  the  advantages  to  France  of  aiding  the  Americans 
Rayneval  states : — "elle  nous  presente  comme  tres  probable  le  recouvere- 
ment  d'une  partie  des  possessions  que  les  anglois  nous  ont  enleves  en 
Amerique  comme  la  peche  de  terre-neuve,  et  du  golfe  de  St  Laurent, 
risle  Royale  &."  Stevens,  Facsimiles,  XIII,  1310.  Doniol  writes  instead 
of  "Peche  de  terre-neuve,"  "peche  de  terre."  Histoire,  I,  244. 
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not  seek  rnore.^^  A  course  of  aggTandizement  in  America 
wonld  arouse  the  fears  of  the  colonists  and  they  might 
return  ghidly  to  their  former  allegiance.  The  suggestion 
of  commercial  advantages  he  passed  over  likewise  without 
consideration  and  gave  his  whole  attention  to  the  lowering 
of  English  prestige.  He  would  prepare  for  war  and  at  the 
riglit  moment  strike  a  decisive  blow  strong  enough  to  re- 
duce England  to  the  rank  of  a  second  class  power,  and 
destroy  the  empire  which  she  had  built  up  with  so  much 
"arrogance  and  injustice." 

Yergennes  did  not  think  the  time  was  yet  ripe  for 
intervention.  The  warring  powers  should  first  be  allowed 
to  exhaust  themselves  and  not  until  the  colonies  declared 
their  independence  should  France  intervene,  for  it  was  not 
in  accord  with  the  king's  dignity  to  ally  himself  with  in- 
surgents. On  the  other  hand  France  could  not  delay  too 
long,  for  there  was  always  the  possibility  of  a  reconciliation 
or  sudden  collapse  of  the  revolt.  Vergennes  felt  it  would 
be  well  to  encourage  the  insurgents  "par  quelques  faveurs 


^^"Au  pis  aller  la  crainte  cl  une  guerre  malheureuse  qui  finiroit  par 
remettre  la  France  en  possession  du  Canada  seroit  le  pouventail  le  plus 
certain  pour  I'Amerique  ou  le  voisinage  de  notre  religion  et  notre  gouvern- 
ment  est  cxtreniement  aprehende."  Vergennes  to  Ossun,  August  7,  1775 
(Esp.,  575,  no.  15.)  See  also  Vergennes  to  Guines  of  same  date.  (Doniol, 
Histoire,  1,  155.)  Vergennes  wrote  to  Aranda,  March  11,  1777,  that  since 
the  two  crowns  were  content  with  their  possessions  and  not  ambitious  for 
new  conquests,  "reste  done  celui  de  cooperer  a  la  foiblessement  de  la 
puissance  dont  elles  pourvient  redouter  la  (c)  croissement  et  (  )  quelle 
seroit  tentec  d'un  faire."  (Esp.,  583,  no.  155.)  A  month  later  he  expressed 
the  same  idea.  (Ibid.,  584,  no.  21.)  Again  he  wrote:  "Sa  Mte  n  hesite 
pas  a  declarer  quelle  nc  connoit  en  Amerique  coe  en  Europe  aucun  objects 
asses  seduisant  d'acquisition  pour  compensir  a  ses  yeux  les  hazards,  les 
calamities  et  I'epuiscment  resultans  dune  guerre.  La  France  a  des  colonies 
dans  la  proportion  qui  convient  a  sa  population  et  son  Industrie.  Plus 
seroit  une  charge  plus  [tost]  q'un  benefice."  Vergennes  to  Aranda,  April 
26,  1777.  (Esp.,  584,  no.  40.)  In  none  of  his  despatches  does  Vergennes 
admit  any  intention  to  obtain  territorial  gains  in  the  New  World ;  but  he 
frequently  disclaims  any  such  object.  The  decadence  of  Spain  and  the 
dangers  of  Great  Britain  were,  in  his  day,  striking  proof  of  the  folly 
of  colonies. 
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secretes  et  par  des  esperances  vagues"'  until  they  should 
declare  their  iudependeuce  and  the  moment  had  come  for 
intervention.  He  would  also  conciliate  the  British  and  lull 
their  suspicions  so  thej'  would  not  fear  to  embark  on  an 
expensive  campaign ;  but  France  must  not  be  too  humble 
for  the  "Anglais  ne  respect  (jue  ceux  qui  peuvent  se  faire 
craindre." 

This  was  the  program  of  Vergennes  which  he  consist- 
ently maintained  in  the  face  of  all  obstacles.  He  was  not 
animated  b}'  unj  feelings  of  sympathy  for  the  "patriot 
cause,"  altho  his  hatred  of  England  doubtless  inspired 
a  kindlier  feeling  for  the  Americans  than  he  would  have 
entertained  otherwise.  Of  far  greater  propelling  power 
was  his  desire  to  humiliate  the  old  enemy  of  France.  He 
would  not  seek  a  pretext  for  war.  It  was  enough  that 
Great  Britain  was  dangerous,  the  natural  enemy  of  France, 
^^avide,  injuste,  et  de  mauvaise  foi,"  and  that  she  had  always 
sought  every  means  to  injure  the  House  of  Bourbon. 
Should  not  France  then  seize  this  opportunity  to  enfeeble 
her  rival?  The  humiliation  of  England;  the  prestige  of 
jFrance;  such  was  the  policy  of  Yergennes.^'"     He  did  not 

i^This  memoir  of  Vergennes  is  especially  important  as  forming  the 
"basis  of  his  whole  policy  regarding  the  interests  of  France.     Doniol  says 

of  the  "Reflexions" :  "Cette  piece  etait  a  vrai  dire  un  programme 

Le  ministre  etait  desormais  fixe  a  ce  programme,  et  il  devait  letre  avec  le 
conseiller  veritable  du  roi  le  chef  du  cabinet.  Le  cours  des  choses  on  le 
verra  n'y  changer  a  presque  rien."     Histoire,  I,  249. 

Vergennes  submitted  his  memoir  to  Maurepas,  Turgot,  and  St.  Ger- 
main, all  members  of  the  king's  cabinet,  and  asked  for  their  opinion. 
(Doniol,  Histoire,  I,  279.)  St.  Germain  replied  three  days  later  and 
advised  getting  ready  for  war.  Turgot's  answer  was  not  ready  for  nearly 
a  month.  His  paper  of  April  6  was  a  careful  statement  of  the  finances 
of  France.  He  pointed  out  the  immense  public  debt  of  the  monarchy,  and 
the  miserable  state  of  her  exchequer,  and  argued  that  a  war  would  make 
impossible  for  a  long  time  to  come  certain  very  necessary  reforms.  The 
reply  of  Maurepas  is  not  certainly  known,  but  Doniol  attributes  to  him  a 
short  and  concise  memoir,  a  copy  of  which  is  found  in  the  foreign  office. 
(Histoire,  I,  286.) 

There  is  no  evidence  that  Vergennes  allowed  the  opinions  of  his  col- 
leagues to  aflFect  his  policy.     The  later  discussions  on  the  subject  do  not 
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seek  to  build  up  the  old  France,  overloaded  with  colonies 
to  drain  the  life  blood  of  tlie  nation;  that  could  be  left  to 
the  worn  out  empire  of  Spain  and  to  the  shattered  might  of 
Britain.  He  would  call  into  being  a  new  nation,  which 
would  be  a  friend  and  ally  of  the  Bourbon  throne,  and  a 
constant  menace  to  the  maritime  power  of  the  British 
Empire. 

In  his  plans  for  wrecking  England's  power,  Vergennes 
counted  on  tlie  help  of  Spain.  The  two  powers  had  long 
been  in  alliance  and  the  Spanish  court  had  not  been  behind 
that  of  Versailles  in  its  hatred  of  the  common  enemy.  At 
the  outbreak  of  the  Revolution  the  disi)ute  between  Spain 
and  Portugal  over  the  boundaries  separating  Brazil  and 
Uruguay  was  unsettled  and  the  governments  of  Versailles 
and  Saint  James  were  involved.  The  latter  was  actively 
supporting  Portugal,  while  the  former,  in  accord  with  the 
terms  of  the  Pactc  de  Famille,  was  giving  encouragement  to 
Spain.^^  Vergennes  protested  his  desire  to  make  even 
stronger  the  union  of  the  two  crowns,^^  and  the  Spanish 
minister,  Grimaldi,  declared  in  warm  terms  his  gratitude 


appear  in  tlie  records  of  the  foreign  office.  Vergennes  had,  by  this  time,, 
become  master  of  the  ministry.  Turgot  did  not  long  hold  the  favor  of  the 
king,  and  with  his  retirement  Vergennes  was  the  only  man  of  first  rate- 
ability  in  the  cabinet.  And  Vergennes,  when  he  had  once  determined  on 
a  policy,  was  of  a  character  to  pursue  it  to  the  end. 

^^See  page  19,  note  33.  Spain  counted  on  P"rench  assistance  in  case 
of  war,  and  the  British  sent  a  fleet  to  Buenos  Ayres  on  behalf  of  Portugal.. 
Doniol,  Transcripts,  Nou.  Acq.  Francs,  6482,  39,  41.  England  offered  to 
mediate  but  Spain  refused  unless  France  should  also  be  a  mediator. 
Ossun  to  Vergennes,  December  5,  1774.     {Ibid.,  49.) 

^^  ".  .  .  .  je  vous  prie  de  ma  cooperation  et  de  mon  empressement  pour 
le  maintien  de  I'union  si  desirable  cntre  les  deux  monarques.  Si  M.  le  Mis 
de  Grimaldi  se  rapclle  I'cpoque  a  laquelle  nous  residions  ensemble  aupres 
du  feu  roy  d'Angleterre  peutetre  se  souvicndra  t'il  que  mon  attachement 
a  I'union  ne  date  pas  du  Facte  de  Famille  qui  nous  en  fait  desormais  une 
obligation."  Vergennes  to  Ossun,  July  22,  1774.  (Doniol,  Transcripts, Nou.. 
Acq.   Francs.,  6482,   6,   19.) 
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-and  affection  for  France. ^^  In  the  communications  be- 
tween the  two  countries  before  the  middle  of  1775,  there 
was  much  discussion  of  a  war  with  Great  Britain,  but  there 
was  no  suggestion  of  using  the  rebellious  colonies  against 
the  mother  countr3\  Yergennes  had  not  fulh'  decided  on 
a  course  of  action  regarding  America,  and  the  Spanish 
ministers  had  no  sympathy  with  rebels.  Each  nation  ex- 
pressed the  greatest  sympathy  for  the  other;  but  the  ends 
that  each  had  in  view  were  entirely  different.  Yergennes 
was  getting  ready  to  strike  hard  at  Great  Britain,  while 
Charles  III  was  seeking  anxiously  for  peace.^*^  Remem- 
brance of  the  humiliating  treaty  of  17G3  stirred  the  French 
minister  to  thoughts  of  vengeance;  it  merely  frightened 
the  old  king  at  Madrid. 

Events  in  America  soon  forced  the  hand  of  Yergennes. 
The  spread  of  the  revolt  made  necessary  the  transport  of 
powerful  fleets  and  large  bodies  of  troops  across  the  Atlan- 
tic, and  Spanish  fears  of  British  aggression  changed  to 
certainty.^ ^  Grimaldi  hastened  to  assure  the  British  min- 
istry of  the  peaceful  intentions  of  his  court,  and  demanded 
guarantees  that  the  troops  then  in  America  should  not  be 


i9"Il  [Grimaldi]  ....  m'a  charge  de  nous  assures  de  sa  gratitude  et 
•de  la  Constance  des  sentiments  de  consideration  et  d'amitie  .  .  .  ."  Ossun  to 
Vergennes,  December  ii,  1774.  (Doniol,  Transcripts,  Xou.  Acq.  Francs., 
6482,  6,  8.) 

20Ossun,  the  French  minister  to  Madrid,  frequently  enlarged  on  the 
anxiety  of  Charles  for  peace.  See  his  letter  to  Vergennes,  December  11, 
1775.  {Esp.,  578.  no.  70.)  Doniol  explains  the  case  exactly :  Histobc,  I, 
.293.     See   p.   8,   note  4. 

=i"Le  voisinage  quil  y  a  entre  les  Colonies  Angloises  de  I'Amerique  et  les 
possessions  I'Espagnoles  dans  cette  parte  du  Monde  ne  permit  pas  de 
voir  sans  inquitude  tant  de  forces  de  Mer  et  de  Terre  qui  s'y  rassemblent, 
....  malgre  cela  il  est  notoire  que  I'Espagne  n'a  pas  fait  passer  dans 
cette  partie  le  plus  petit  transport  de  Troupes  et  des  Vaisseux  .  .  .  ."  Spain 
further  demanded  assurances  that  "les  dits  armamens  de  I'Angleterre  ne 
subsisteront  en  Amerique  qu'aussi  longtemps  que  I'esprit  de  revoke  des 
Colonies  .  .  .  .  et  retourneront  en  droiture  en  Espagne  aussitot  que  cet 
motif  aura  cesse."    Copy  in  Esp.,  575,  no.  231.    (Aranjuez,  April  25,  I775-) 
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used  against  tlie  possessions  of  Spain.^-  The  answer  to 
this  demand  was  not  satisfactor}'.  Great  Britain  gave  as- 
surances that  her  intentions  were  peaceful,  but  at  the  same 
time  larger  armaments  were  sent  to  America,  the  defences 
of  Gibraltar  were  increased,  and  a  British  fleet  was  sent 
to  watch  the  navj  of  Spain,^^  To  add  to  the  terror  of  the 
Spanish  court,  credit  was  given  to  the  rumor  that  twenty 
thousand  Russian  troops  and  a  large  German  army  were 
on  their  way  to  America.^^ 

Fear  drove  Grimaldi  to  seek  counsel  once  more  from 
Vergennes.  The  latter  had  shown  his  disapproval  of  de- 
manding guarantees  from  Great  Britain  and  he  maintained 
that  if  France  and  Spain  accepted  her  assurances  they 
would  be  bound  to  remain  defenceless,  trusting  only  to 
the  good  faith  of  a  treacherous  enemy.^^  He  denounced  the 
ambitions  of  the  British  ministry,  which,  he  declared,  had 
in  view  a  project  to  end  the  rebellion  by  uniting  all  parties 
in  an  attack  on  the  American  possessions  of  the  Bourbons. 
2CTo  Charles  III  he  directed  a  letter  particularly  designed 
to  arouse  Spanish  fears.     He  pointed  out  British  interests 

--"Vous  vous  rapelleres  aussi  les  assurances  reiteres  que  je  vous 
ai  donnees  de  I'idee  avantageuse  et  de  la  parfait  confiance  que  le  Roi 
a  dune  les  vues  pacifiques  du  Gouvernment  Anglois.  Jajouterais  que  Sa 
Mte  est  toujours  dans  la  meme  persuasion."     Esp.,  575,  no.  231. 

23"M.  d'Aranda  est  allarme  des  forces  de  terre  qui  les  Anglois  y  font 
passer."  Ossun  to  Vergennes.  (Esp.,  576,  no.  155;  see  also  DonioU 
Transcripts,  Non.  Acq.  Francs.,  6482,  83.) 

-^Doniol,  Transcripts,  Nou.  Acq.  Francs,  6482,  130,  136,  163. 

-■''". ...  si  nous  ....  acceptons  une  declaration  rassurante  de  I'Ange 
nous  nous  engageons  en  quelque  maniere  a  rester  tranquilles  sur  la  foi  de 
ses  assurances,  et  il  faudra  ou  renouncer  aux  precautions  qui  la  prudence 
conseille  pour  pourvoir  nos  possessions  d'outre  mer  de  tout  ce  qui  peut 
necessaire  a  leur  conservation  ou  s'exposer  a  des  reclamations  sans  fin 
toutes  les  fois  que  nous  ferons  la  moindre  disposition  pour  leur  procurer 
une  surete  nioins  precaire  que  celle  qui  peut  dependre  de  la  bonne  foi  des 
Anglois."     Vergennes  to  Aranda,  May  9.  1775-     (Esp.,  576,  no.  20.) 

-"  ".  .  .  .  nous  etions  informes  dupuis  asses  longtems  M.  qui  cetoit  une 
opinion  asses  accreditee  dans  I'opposition  et  que  cherchoit  a  rendre 
populaire  que  le  moyen  de  faire  cesser  la  guerre  de  I'Arnerique  seroit 
de  la  declarer  aux  deux  courrones."  Vergennes  to  Ossun,  August  7, 
1775.      (Esp.,    575,   no.    15.) 
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in  Porto  Rico,  San  Domingo,  and  in  the  control  of  the  Isles 
of  the  Winds  and  the  Gulf  of  Mexico,  and  argued  the  cer- 
tainty of  an  attack  upon  some  of  them  by  the  immense 
British  forces  then  in  America.^" 

The  arguments  of  Vergennes  were  not  without  avail, 
altho  the  Spanish  king  was  still  anxious  for  peace. 
Grimaldi  was  at  last  convinced  that  Great  Britain  would 
use  her  immense  forces  in  America  in  an  attack  upon  the 
Spanish  possessions.^^  Preparations  were  made  to 
strengthen  the  chief  ports  on  the  Caribbean  Sea  and  the 
Gulf  of  Mexico,  and  the  armaments  of  Spain  were  greatly 
increased.^^ 

While  preparing  for  hostilities  Grimaldi  and  his 
master  still  hoped  for  peace. ^"  They  knew  tliat  Spain 
was  not  ready  for  war,  and  had'  no  intention  of  doing 
more  than  provide  for  the  defense  of  her  possessions. 
It  was  recognized  at  both  the  Boiu'bon  courts  that  Spain 
had  more  to  lose  in  a  war  with  Great  Britain  than  had 
France.^^      Spanish   colonies  were  widely   scattered   and 

2'Vergennes  to  Charles  III,  August  7,  1775.  (Esp.,  S77,  no.  15.  Doniol, 
Histoire,  I,  125.) 

-^Ossun  informed  Vergennes  that  the  Spanish  feared  English  aggres- 
sion, whether  the  English  conquered  the  Americans  or  failed.  In  the 
first  case,  they  could  readily  use  their  large  army  against  the  possessions 
of  the  two  crowns ;  in  the  second,  they  would  doubtless  use  it  to  make 
up  for  their  losses  by  conquering  new  colonies.  October  30,  1775.  (Esp., 
578,  no.  59.)     Also  November  13,  1775.     (Ibid.,  no.  62.) 

29The  king  of  Spain  informed  Ossun  that  he  would  send  two  batal- 
lions  to  Havana  and  two  to  Porto  Rico  to  reinforce  the  garrisons  there. 
Ossun  to  Vergennes,  November  13,  1775.  (Esp.,  578,  no.  62,  p.  179.) 
Grimaldi  wrote  to  Aranda  that  Spain  would  continue  her  preparations 
with  much  "chaleur."  February  26,  1775.  (Ibid.,  no.  73-)  See  also 
Doniol,  Histoire,  I,  161. 

^"Charles  said  he  would  maintain  peace  even  at  the  expense  of  some 
sacrifice.  Ossun  to  Vergennes,  December  11,  1775.  (Esp.,  578,  no.  70,  fol. 
395.) 

'■''Ossun  to  Vergennes,  December  28,  1775.  He  gives  an  account  of 
an  interview  with  the  Spanish  court  in  which  it  was  clearly  brought  out 
that  while  France  had  only  a  few  colonies  Spain  had  a  rich  empire  which 
was  almost  defenseless.  (Ibid.,  578,  no.  74,  fol.  461.)  Grimaldi  to  Ver- 
gennes, November  5,  1775.     (Ibid.,  582,  no.  69,  fol.  161.) 
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defenseless,  while  the  few  still  left  to  France  were  strongly 
fortified.  In  the  schemes  of  Vergennes,  espcially  in  the 
establishment  of  an  independent  state  in  America,  the 
court  of  Charles  III  could  have  no  interest.  Wliile  the 
Spanish  government  recognized  that  an  independent 
nation  in  the  New  World  would  be  a  menace  to  the  British 
possessions,  it  did  not  overlook  the  danger  to  its  own  col- 
onies. It  was  clear  tliat  the  power  that  would  be  able  to 
check  the  British  in  Canada  would  be  formidable  to  the 
Spaniards  in  Louisiana.  The  interests  of  Spain  could  not 
be  realized  merely  by  humiliating  Great  Britain.  She  was 
anxious  to  recover  her  ancient  possessions,  particularly 
Gibraltar,  Minorca,  and  Jamaica,^^  but  could  see  only  dan- 
ger from  an  independent  nation  in  the  Ncav  World. 

It  became  then  the  task  of  Vergennes  to  win  the  Span- 
ish ministers  to  his  policy.  Grimaldi  did  not  have  the 
quality  of  mind  to  follow  an  independent  course,  and  the 
opposition  of  the  French  party  at  the  Spanish  court  led 
liim  to  doubt  the  wisdom  of  his  own  reasoning.  As  a  result 
his  actions  were  timid  and  vacillating,  and  the  opposition 
was  encouraged  to  continue  its  endeavors  to  bring  about 
war  with  the  British  Empire.  Again  and  again  Ossun 
pointed  to  the  vast  armaments  which  Great  Britain  was 
sending  to  America,  and  as  often  declared  that  they  would 
ultimately  be  turned  against  the  colonies  of  Spain,  He 
urged  that  the  time  had  come  to  weaken  England  and  de- 
prive her  of  a  part  of  the  vast  empire  tlirougli  which  she 
was  seeking  to  control  the  world.  The  opportunity  was 
at  iiand,  lie  urged,  to  ruin  her  commerce  in  the  Mediter- 
ranean, the  Levant,  and  in  Africa,  and  to  build  up  xho  trade 
of  France  and  Spain  on  its  ruins.^^  Vergennes  found  an 
enthusiastic  advocate  in  Aranda,  the  Spanish  minister  to 
Versailles,  who,  to  his  own  court,  pictured  the  English  as 
the  perpetual  enemies  of  Spain,  hostile  because  of  rivalrv 

3-Grimaldi   to  Ossun,   October  8,    1776.     (Esl>.,   582,  no.   21.) 
s^Memorial  Iianded  by  Ossun  to  Grimaldi,  July  8,  1776.    (Ibid.,  581,  no. 
15,  fol.  42.) 
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in  interests,  and  the  difference  in  the  character  of  their 
population.^^  In  the  past,  he  urged,  England  had  over- 
come her  enemies  by  a  sudden  and  unexpected  attack,  and 
there  was  good  reason  to  think  that  she  was  preparing  to^ 
do  the  same  again.  He  was  sure  that  the  close  of  the  Amer- 
ican war  meant  an  attempt  to  secure  for  Great  Britain 
some  compensation  for  her  losses  by  an  attack  on  the  pos- 
sessions of  France  and  Spain.  Aranda  showed  himself  par- 
ticularly anxious  for  the  provinces  of  San  Domingo  and 
Louisiana,  which,  he  asserted,  were  entirely  unprotected.^^ 
The  arguments  of  Vergennes  and  the  pleadings  of 
Aranda  Vv'ere  not  without  effect  on  the  wavering  mind  of 
Grimaldi,  and  he  began  to  carry  on  more  vigorously  the 
work  of  arming  his  country. ^"^  Plans  were  formed  once 
more  for  an  attack  on  Gibraltar,  Jamaica,  and  other  col- 
onies of  the  British  Empire.^'  Grimaldi,  however,  did  not 
neglect  preparations  for  defending  the  Spanish  dominions. 
He  was  particularly  worried  about  San  Domingo,  which, 
altho  poorly  fortified,  would  be  of  immense  advantage 
to  England,  and  he  urgently  besought  Vergennes  to  send 
troops  for  its  protection. ^^ 

^^Translation  in  Esp.,  579,  no.  81. 

3^"!M.  d'Aranda  est  allarme  des  forces  immenses  de  terre  que  les 
Anglois  y  font  passer :  considere  qu'il  est  a  craindre  quelque  soit  I'evene- 
roent  de  la  guerre  des  colonies,  que  les  Anglois  ne  s'emparent  de  quelques 

possessions    considerables,    espagnoles    ou    francoises M.    d'Aranda 

examine  ensuite  quelle  seroit  la  conquete  la  plus  aisee  et  la  plus  facile 
que  les  Anglois  pourroient  entreprendre  il  se  fixe  a  la  Louisiane  et  a 
I'isle  St.  Domingue,  la  premiere  comme  les  mettant  a  portee  de 
s'emparer  dans  la  suite  du  ^lexique ;  la  seconde  pouvant  leur  procurer  de 
grande  richesses  et  augmenter  considerablement  I'entendue  de  leur  com- 
merce. Cet  ambassadeur  regarde  cette  conquete  comme  infallible  si  les 
Anglois  I'entreprennent,  il  suppose  que  I'Espagne  a  suffisamment  pourvu 
a  la  conservation  de  la  Havane  de  Porto  Rico,  et  des  autrcs  Colonies  de 
consequence  et  il  conseille  tres  fort  de  pourvoir  sans  delai,  a  la  defense 
de  la  Louisiane  et  de  St.  Dominque."  Ossun  to  Vergennes,  April  25^ 
1776.     (Ibid.,  580,  no.  57,  new  31.) 

3«Grimaldi  to  Aranda,  February  26,  1776.  (Ibid.,  579,  no.  7;^.)  Ossur» 
to  Vergennes,  August  19,  1776.     (Ibid.) 

^''Archives  dc  la  Marine,  B4,  30-41. 

3^0ssun  to  Vergennes,  July  i,  1776.    (Esp.,  581,  no.  57.) 
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The  belief  that  the  close  of  hostilities  between  England 
and  her  colonies  meant  an  attack  on  the  American  posses- 
sions of  Spain  gave  the  United  States  a  new  importance 
in  the  eyes  of  that  power.  Her  ministry  saw  a  crisis  ap- 
proaching which,  if  properly  utilized,  might  mean  a  vast 
increase  in  the  Spanish  empire.  It  recommended  measures 
for  a  vigorous  campaign  formidable  enough  to  overwhelm 
the  enfeebled  state  of  Britain. ^'^  It  promised  a  close  alli- 
ance with  France  but,  at  the  same  time,  solicitiously  re- 
called that  Spain  must  suffer  the  heavier  losses  in  case 
their  plans  should  miscarry.'*^  Grimaldi  was  convinced 
that  the  war  in  America  would  soon  end  and  then  would 
come  the  long  dreaded  attack.  To  withstand  this  onslaught 
the  Bourbon  powers  must  be  ready  to  strike  at  the  critical 
moment. 

The  activities  of  Spain  aroused  British  suspicions  and 
Lord  Grantham,  the  British  minister  at  Madrid,  demanded 
explanations.  He  assured  Grimaldi  of  the  peaceful  inten- 
tions of  his  court,  and  declared  that  the  British  armaments 
were  intended  only  to  suppress  the  revolt  in  America.  He 
complained  that  the  preparations  of  Spain  and  France 
could  be  directed  only  against  Great  Britain.^^ 

Grimaldi  was  not  full}^  satisfied  with  Grantham's  as- 
surances of  good  will.  He  replied  that  the  preparations  of 
the  Bourbon  powers  were  made  only  in  self  defense  and 
that  they  desired  peace  above  all  things,  but  he  also  de- 
clared that  the  armaments  of  Great  Britain  were  too 
dangerous  to  pass  by  unnoticed.^^    Spain  therefore  did  not 


^^"Que  si  I'Angelterre  est  maintenant  foible,  elle  le  sera  d'avantage 
dans  deux  on  trois  mois  par  les  pertes,  qui  lui  aura  cause  la  guerre 
civile".     Grimaldi  to  Ossun,  October  8.  1776.     (Esp.,  582,  no.  21.) 

*°"Enfin  que  dans  cette  guerre  I'Espagne  risque  intiniment  plus  que 
la  France  en  egard  a  ses  vastes  et  riches  possessions."  Grimaldi  to  Os- 
sun, October  8,  1776.    (Ibid.) 

■♦'Ossun  to  Vcrgennes,  November  21,  1776.  (Ibid.,  582,  no.  132,  new 
106.) 

*-Grimaldi  to  Aranda,  November  29,  1776.  (Translation.  Ibid., 
582,  no.  137.) 
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cease  her  efforts  to  strengthen  her  military  position,  and  it 
looked  as  if  the  Bourbon  powers  were  rapidly  drifting  into 
war. ^3 

The  vacillating  Grimaldi  was  not  yet  ready  to  proceed 
to  extremities,  but  wished  to  postpone  war  as  long  as  pos- 
sible.^* An  attack  by  the  Bourbon  powers  upon  Great 
Britain,  he  urged,  would  produce  a  reconciliation  between 
the  combatants  in  America,  and  a  combined  attack  upon 
the  Spanish  colonies.*^  On  the  other  hand,  he  argued,  a 
recognition  of  the  United  States  would  imperil  Spanish 
interests  by  encouraging  revolt  among  her  American  pos- 
sessions. He  further  suggested  that  the  two  powers  should 
plan  to  begin  war  early  in  1778,  but  that,  in  the  meanwhile, 
they  should  try  to  reconcile  England  and  her  colonies.*^ 

The  objects  of  French  and  Spanish  diplomacy  were 
fundamentally  different.  Vergennes  wished  to  enfeeble 
Great  Britain  in  order  to  readjust  the  balance  of  power 
in  favor  of  France.  Spain,  on  the  other  hand,  accepted 
with  resignation  her  loss  of  influence  in  Europe,  and  her 
statesmen  were  looking  only  to  an  extension  of  colonial 
power.  Grimaldi  declared  that  if  his  country  should  enter 
into  war  with  Great  Britain,  her  plans  would  in  no  wise 
concern  themselves  with  the  xAaierican  conflict.  The  ob- 
jects of  Spanish  policy  would  be,  first  of  all,  to  conquer 
Portugal,  or  at  least  a  part  of  her  dependencies,  to  destroy 
British  commerce  in  the  Mediterranean,  and  to  reconquer 
Gibraltar  and  some  of  the  other  lost  colonies  of  the  ancient 
Spanish  empire."*'  While  Vergennes  wished  to  act  in  con- 
junction with  the  Americans,  Grimaldi  insisted  upon  an 
independent  course  of  conquest.    Vergennes  wished  to  raise 


*-^GrimaIdi  urged  France  to  get  ready  for  war.     Ossun  to  Vergennes, 

November  26,    1776.     (Esp.,  582,  no.   193.  new    117.) 

**Grimaldi   suggested   that   if   France   would   disarm    England   would 

doubtless  do  likewise.     Ossun  to  Vergennes,  November  26,  1776.     (Ibid.) 
^^Grimaldi  to  Aranda,  February  4,  1777.     (Ibid.,  583,  no.  70.) 
*^^Memoir  of  the  Court  of  Spain,  July,  1776.     (Ibid.,  585,  no.  100.) 
*^Memoir  of  Court  of  Spain  sent  July  26,  1776.     (Ibid.,  585,  no.  100, 

fol.   185.)     Grimaldi  to  Ossun,  October  8,  1776.     (Ibid.,  582,  no.  21.) 
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up  a  nation  in  the  New  World  as  a  friend  to  France  and  a 
barrier  to  British  aggression ;  Grimaldi  feared  an  independ- 
ent state  as  a  constant  menace  to  the  possessions  of  Spain. 
With  these  conflicting  aims  there  could  be  no  sympathy  of 
action  between  the  two  crowns. 

The  conflicting  ideas  of  France  and  Spain  became  first 
apparent  on  the  question  of  giving  aid  to  the  revolting 
colonies.  Both  had  furnished  money  and  supplies  for  pro- 
longing the  war;  but  while  the  aid  of  France  had  been, 
under  the  direction  of  Beaumarchais,  steady  and  zealous, 
the  grants  of  Spain  had  been  given  grudgingly  and  only 
at  the  urgent  solicitations  of  her  ally.  Early  in  1776  the 
British  navy  succeeded  in  blockading  many  American  ports 
and  Vergennes  decided  to  seek  new  means  of  aiding  the 
colonies.  He  proposed  that  Louisiana  should  be  used  as  a 
base  from  which  supplies  could  be  furnished  to  the  insur- 
gents. Spain  had  good  reason,  he  urged,  to  fortify  and 
provision  this  province,  and,  while  doing  this,  it  would  be 
easy  to  send  provisions  into  the  English  provinces.^^  Grim- 
aldi declined  to  fortify  the  mouth  of  the  Mississippi,  but 
courteously  offered  Vergennes  the  privilege  of  using  New 


^''"Les  avenues  [to  America]  sont  bien  gardees  quil  sera  desormais 
tres  difficile  de  percer  par  mer  dans  ce  continent  la  route  de  la  Louisiana 
est  presque  la  seule  quoique  bien  plus  longue,  mais  nous  n'en  avons  plus 
la  possession  et  vous  connoisses  la  repugnance  des  Espagnoles  pour  don- 

ner  acces   aux  Etrangers Les  Anglois  disent  a  la  force  de  I'Europe 

quils  manquent  de  vetements,  d'armes  et  des  munitions  de  guerre;  c'est 
indiquer  ce  quil  seroit  expedient  de  leurs  fournir  et  ou  pourroit  ou  mieux 
leurs  faire  trouver  leurs  besoins  qu'a  Louisiane.  L'Espagne  a  des  grands 
motifs  pour  fortifier  et  pour  aprovisionner  cette  colonic :  c'est  lavant 
[MS.  illegible]  du  nouveau  Mexique :  que  des  choses  sous  ce  pretexte  ne 
pourrait  on  pas  y  porter,  dont  a  titre  de  commerce  les  insurgens  pour- 
roient  traiter.  A  seroit  leur  affaire  ensuite  de  les  faire  arriver  au  lieu 
de  la  consummation.  Les  derrieres  sont  libre.  ...  les  insurgens  etant 
sans  numeraire  et  leur  denrees  netant  pas  propus  a  ce  commerce  il  fau- 
droit  leur  livrcr  a  credit  les  efforts  quon  leur  fourniroit  sauf  a  les  payer 
ensuite  par  envoy  de  leur  denrees  dans  les  ports  d'Espagne ;  d'ailleurs 
quelques  millieurs  de  barrils  de  poudre  ne  sont  pas  un  objet  [MS  illegible] 
pour  une  aussi  grande  puissance  que  I'Esp."  Vergennes  to  Ossun,  March 
iSi  'i^ll^-     (Esp.,  579,  no.  ii6,  new  no.  ii.) 
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Orleans  as  a  depot  from  which  the  French  could  aid  the 
colonists.  New  Orleans  was  of  no  use,  he  urged,  for  the 
defence  of  the  Gulf  of  Mexico,  and  no  plausible  pretext 
couid  be  offered  for  fortifying  it.  No  arms  could  be  fur- 
nished, he  continued,  for  all  those  made  in  Spain  bore  the 
royal  insignia ;  but,  if  France  cared  to  despatch  an  expedi- 
tion, Spain  would  pay  a  part  of  its  expenses.^^ 

Vergennes  declined  the  use  of  New  Orleans  on  the  con- 
ditions offered  by  Grimaldi.  He  argued  that  while  Spain 
could  increase  her  forces  there  on  account  of  the  proximity 
of  the  revolt,^^  French  troops  in  the  Mississippi  Valley 


49"Ce  ministre  [Grimaldi]  est  convenu  quil  seroit  desormais  tres  dif- 
ficile de  percer  par  mer  dans  le  continent  anglois  de  TAmerique  septen- 
trionale  et  que  la  route  de  la  Louisiane,  quoique  bien  plus  longue,  etoit 
presque  la  seule  par  laquelle  on  put  etre  informe  de  ce  qui  se  passeroit 
dans  le  continent  anglois;  il  a  ajoute  la  permission  de  se  rendre  a  la 
Louisiane  aux  sujets  que  la  France  jugeroit  a  propos  d'y  envoyer  pour 
remplir  d'objet  desire.     Ossun  to  Vergennes,  March  28,  1776.     (Esp.,  579, 

no.  14s,  fol.  24.)     "M Grimaldi  m'a  dit  que  le  Roi  son  Maitre  n'y 

trouvoit,  d'autre  difficulte  que  dansles  moyens  de  I'executer  de  maniere 
^  pouvoir  le  desavouer  et  avec  le  plus  grand  secret  possible,  que  I'Espagne 
n'etoit  pas  dans  I'usuage  d'envoyer  souvent  des  batiments  a  la  Louisiane: 
que  cette  Colonie  n'etant  pas  susceptible  d'etre  fortifee  ni  d'etre  regardee 
comme  un  poste  interessant  la  conservation  du  Mexique  ne  seroit  pas  un 
pretexte  plausible;  que  toutes  les  armes  que  se  font  en  Espagne  protent 
la  marque  des  fabriques  Royales :  quil  faudroit  done  que  les  effets  dont  il 
s'agit  pussent  partir  de  France,  destinees  en  apparance  pour  un  de  nos 
Colonies  mais  reellement  pour  la  Louisiane.  Ossun  to  Vergennes,  April 
I,  1776.     {Ibid.,  580,  no.  2,  new  25.) 

soVergennes  to  Ossun,  April  22,  1776.  (Ibid.,  580,  no.  46,  new  7-) 
Nous  ne  pensons  pas  differement  de  M.  Grimaldi  sur  la  commodite  dont 
peutetre  la  Louisiane  pour  y  etablir  un  entrepost  ou  les  insurgens  trou- 
verouent  a  s'aprovisionner  des  gendres  qui  peuvent  leur  manquer :  mais 
sil  Espagne  qui  possede  ce  pays  manque  de  motifs  pour  y  envoyer 
I'aliment  de  ce  commerce,  quil  pretexte  pourrions  nous  employes  pour 
couvrir  I'envoy  que  nous  pourrions  y  faire  de  nos  batimens,  prevenir  quils 
ne  fussent  suspectes  visites,  et  arrites?"     Ibid. 
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would  at  once  arouse  English  suspicion. ^^  Grimaldi,  how- 
ever, refused  to  change  his  attitude  and  the  matter  was  al- 
lowed to  drop." 

At  the  close  of  1776  new  conditions  arose  to  pull  the 
policies  of  the  Bourbon  powers  still  further  apart.  In 
December,  Benjamin  Franklin  arrived  in  Paris  as  the  envoy 
of  Congress,  and  soon  after  the  incompetent  and  vacillating 
Grimaldi  was  succeeded  by  the  able  and  aggressive  Count 
de  Florida  Blauca.  Franklin  at  once  made  a  most  favor- 
able impression  on  Paris  and  the  French  court.  The  mod- 
eration of  the  American  demands  delighted  Vergennes  and 
he  was  convinced  that  the  time  had  come  for  France  to 
recognize  the  new  republic  and  take  steps  for  the  humilia- 
tion of  Great  Britain.  He  assumed  that  Spain  would  still 
act  in  harmony  with  his  court,  and  arranged  for  a  meeting 
between  Franklin  and  Aranda. 

Aranda  had  already  given  himself  to  the  cause  of  war. 
He  was  the  leader  of  the  French  party  at  the  Spanish  court 
and  devoted  to  the  Famil}^  Compact.  He  had  been  a  soldier 
of  Frederick  the  Great,  an  enemy  of  the  clerical  party,  and 
was  a  student  and  admirer  of  eighteenth  centurv  French 


^^"  ...  J'attendrai  M.  la  conversation  que  I\I.  le  M.  de  Grimaldi  vous 
avoit  promise  sur  I'usuage  quom  poruoit  faire  de  la  Louisiane  ponr  y 
faire  trouver  aux  Americans  les  munitions  dont  ils  manquent.  Nous 
ne  pouvons  pas  nous  servir  de  cette  voj'e;  des  permissions  particulieres 
accordees  a  quelques  de  nos  armateurs  decleroient  le  but  de  ces  envoys 
et  soumet  troient  nos  batimens  a  etre  detournes  de  leur  route  par  les 
Anglois.  Les  Espagnols  ont  au  coiitrairc  un  motif  aparent  pour  couvrir 
les  envoys  qui  peuvent  se  faire  dans  cette  partie.  Le  feu  de  la  revoke  qui 
saproche  de  cette  frontiere  est  une  raison  legitime  pour  y  porter  avec 
abondance  tous  les  moyens  qui  peuvent  la  faire  respecter."'  Vergennes 
to  Ossun,  April  12.  1776.     (Esp.,  580.  no.  29,  new  16.) 

''-M.  Grimaldi  ....  a  trouve  forte  justes  les  considerations  qui  em- 
pechent  la  France  d'envoyer  a  la  Louisiane  des  emissaires  pour  eclairer 
ce  qui  se  passe  dans  les  Colonics  Britainniques  et  d'engager  des  nego- 
cians  et  des  navigateurs  francais  a  fournir  aux  besoins  des  Provinces 
Angloises  revokes.  Ce  Ministre  a  senti  que  les  memes  motifs  qui  sus- 
pendoient  la  prevoyance  du  Gouvernment  Espagnol  devoient  I'interdire 
au  Ministere  Francois ;  aussi  c'est  une  idee  dont  il  ne  sera  plus  ques- 
tion."    Ossun  to  Vergennes,  May  6,  1776.     (Ibid..  580,  no.  76,  new  35.) 


157]  VERGENNES   AND   SPANISH    DIPLOMACY  47 

philosophy.  He  had  driven  the  Jesuits  from  Spain  but  had 
been  unable  to  maintain  his  position  at  the  court  and  had 
retired  as  ambassador  to  Versailles.^^  Here  he  bent  his 
efforts  to  bringing  about  a  war  with  Great  Britain.  He  pic- 
tured to  his  court  the  loss  of  Louisiana  and  the  West  Indies 
unless  a  strong  effort  were  made  to  save  them,'^  and  had 
already  convinced  Grimaldi  that  another  general  Avar  was 
inevitable."^ 

The  hopes  of  Franklin  to  bring  France  and  Spain  into 
alliance  with  the  United  States  seemed  near  realization,^® 
when  all  his  plans  were  broken  up  by  the  overthrow  of 
Grimaldi  and  his  party  at  the  court  of  Charles  III.  Grim- 
aldi was  sent  to  Italy,  and,  altho  Aranda  was  allowed  to 
retain  his  post,  he  lost  all  influence  and  was  no  longer  en- 
trusted with  important  negotiations  between  the  two  courts. 
The  tone  of  Spanish  diplomacy  changed  in  a  night  and 
Vergennes  found  that  the  faith  of  kingdoms  was  no  more 
to  be  relied  upon  than  the  promises  of  republics. 

"^Bancroft,   United  Slates,  V,   128. 

^*See  p.  41,  note  35. 

^^Grimaldi  informed  Aranda  that  he  believed  there  were  many  ad- 
vantages in  beginning  the  war  with  Great  Britain  at  once.  lie  declared 
his  belief  that  this  power  would  begin  war  without  notice  and  use  her 
forces  in  America  in  an  attack  on  some  of  the  Spanish  colonies.  October 
8,  1776.  (Esp.,  582,  no.  21.)  Spain  sent  a  fleet  to  cruise  in  the  waters  of 
the  southern  West  Indies  while  the  French  maintained  vessels  off  the 
southern  coast  of  North  America  to  watch  the  British  ships  which  might 
attempt  to  enter  the  Gulf  of  Mexico.  Archives  de  la  Marine,  B4,  128, 
p.  194. 

•"^^Grimaldi  wrote  to  Aranda,  February  4,  1777,  regarding  an  alliance 
with  the  Americans  which  he  regarded  as  probable  altho  he  felt  no 
enthusiasm  for  it  and  was  fearful  of  treachery.  {Esp.,  583,  no.  70. 
See  also  Memoir  of  Spain,  January  3,  1777.)  In  this  Grimaldi  set  forth 
the  danger  of  an  attack  from  England  and  suggested  that  Spain  should 
imitate  the  "celerite  des  Anglois''.  As  the  war  was  "indispensable" 
Spain  would  not  be  the  aggressor.  (Ibid.,  583,  no.  42.)  On  January  27, 
Ossun  wrote  Vergennes  as  if  an  alliance  with  the  Americans  were  con- 
cluded. (Ibid.,  no.  II,  fol.  8.)  During  the  next  month  Grimaldi  was 
busied  with  projects  of  war  and  schemes  for  aiding  the  colonies.  Grim- 
aldi to  Aranda,  February  4,  1777.  (Ibid.,  583,  no.  70.)  Ossun  to  Ver- 
gennes, February  29,   1777.     (Ibid.,  579.,  no.  77.) 
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The  successor  of  Griiiialdi,  Don  Jose  Monino,  Count 
de  Florida  Blanca,  was  an  able  and  ambitious  man  and  sub- 
servient to  the  wishes  of  the  king  and  to  the  interests  of 
Spain.  Grimaldi  had  negotiated  the  Family  Compact  of 
1761  and  was  willing  to  stand  by  it,  but  Florida  Blanca 
cared  nothing  for  the  alliance.  The  rule  of  the  foreigner 
in  Spain  was  at  an  end,  and  a  Spanish  ministry  began  the 
formation  of  a  Spanish  policy .^^  The  new  minister  was 
intensely  jealous  of  French  influence,  and  proceeded  to  lay 
out  a  policy  calculated  to  make  Spain  independent  and 
France  a  suppliant.  No  longer  did  the  Spanish  ministry 
look  to  Vergennes  for  guidance,  but  her  aid  was  henceforth 
to  command  its  price  and  a  price  increasingly  exorbitant. 
An  intense  royalist,  Florida  Blanca  hated  the  new  republic 
across  the  Atlantic,''^  and  refused  to  accept  Vergennes's 
plan  for  a  triple  alliance.  A  strong  imperialist,  he  hoped 
to  recover  the  ancient  dominions  of  his  king.  His  imperial- 
ist and  royalist  principles  combined  made  him  oppose  the 
recognition  of  the  United  States,  and  led  him  to  seek  in 
every  way  to  restrict  the  boundaries  of  the  new  republic. 
Such  was  his  dislike  of  the  United  States  that  he  refused 
to  receive  its  representatives  as  long  as  possible ;  and,  when 
he  did  receive  them,  it  Avas  with  coldness  and  reserve.  Flor- 
ida Blanca  was  a  most  skilful  diplomat.  In  every  point 
lie  succeeded  in  overreaching  Vergennes,  and  throughout 
the  war  and  during  the  negotiations  for  peace  he  was  the 
most  resourceful  and  determined  enemy  of  the  American 
cause.  No  longer  was  Vergennes  aljle  to  discuss  freely  and 
with  assurance  the  future  of  the  new  republic;  he  must 
consider  always  the  opposition  of  Florida  Blanca. 

With  Florida  Blanca  was  associated  Galvez,  minister 
for  the  Indies,  who  included  among  his  duties  the  manage- 
ment of  colonial  affairs.  Like  his  chief  he  was  sincere  and 
single-minded  in  his  patriotism;  but  lie  did  not  show  the 


^''Bancroft's    excellent    characterization    of    Florida    Blanca    is    borne 
out  by  the  documents.     United  States,  V,  137  et  seq. 

^^Montmorin  to  Vergennes,  December  23,  1777.     (Est>.,  587,  no.  125.) 
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same  subserviency  to  the  wishes  of  Charles  III.  He  often 
opposed  the  measures  of  the  prime  minister  regarding  the 
policy  of  Spain,  and  showed  an  active  sympathy  for  the 
American  insurgents.  In  his  hatred  for  the  enemies  of  his 
country  he  sometimes  showed  himself  as  radical  as 
Aranda.^^  Such  aid  as  the  Americans  received  from  Spain 
was  largely  due  to  his  favor. 

The  ideas  of  Florida  Blanca  differed  from  those  of 
Yergennes  in  every  important  detail.  The  Spanish  minister 
liad  determined  upon  a  policy  of  peace,  and  as  the  price  of 
peace  he  expected  to  gain  large  accessions  of  territory  in 
the  New  World.  Furthermore,  he  showed  no  inclination 
to  give  recognition  to  the  United  States  in  their  struggle  for 
freedom.  He  felt  no  love  for  the  British  Empire,  but  he 
dreaded  more  the  growing  power  of  the  young  nation  in 
America.  He  regarded  it  as  already  a  rival  to  Spain  for 
the  possession  of  the  Floridas,  and  a  dangerous  contender 
for  the  vast  territories  west  of  tlie  Alleghanies. 

Florida  Blanca  had  a  definite  policy  in  view;  he 
planned  to  hold  the  balance  of  power  between  Great  Britain 
and  her  enemies,  and  to  take  wiiatever  position  would  offer 
the  best  opportunity  for  an  increase  of  Spanish  influence. 
He  believed  he  could  attain  his  ends  without  involving 
Spain  in  war;  but  he  realized  that,  if  his  country  should 
have  any  weight  in  the  final  settlement,  it  must  be  prepared 
for  any  emergency.  He  did  not  know,  too,  at  what  moment 
his  schemes  might  fail,  and  a  British  fleet  fall  upon  the  ex- 
posed colonies  of  tlie  empire  and  reduce  them  to  subjection. 
From  the  nature  of  his  policy,  the  course  of  Florida  Blanca 
could  not  fail  to  impress  outsiders  as  timid  and  vacillating, 
but  the  inconsistencies  of  his  actions  gave  his  policy  its  only 
chance  of  success. 

'•We  do  not  need  to  undertake  war  in  order  to  augment 
our  power,  for  whatever  the  outcome  of  the  struggle  be- 
tween England  and  her  colonies,  our  power  will  be  in- 

•"'^Ossun  to  Vergennes,   December  9,   1776.     (Esp.,  582,  no.   163,  new 
112;  Bancroft,  United  States,  V,  136.) 
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creased,"^^  wrote  Florida  Blanca  soon  after  assuming  di- 
rection of  affairs.  To  Vergennes  he  explained  himself  less 
clearly.  "The  two  monarchs/'  he  urged,  "will  not  swerve 
from  their  principle  of  moderation,  if  they  wish  to  profit, 
by  some  happy  opportunity  to  recover,  by  way  of  negotia- 
tion, some  of  the  territories  which  legitimately  belong  to 
them,  or  which  have  been  usurped  from  them  by  violence.""^ 
Against  these  ideas  Vergennes  protested  vigorously. 
There  were  no  territories  either  in  Europe  or  America,  he 
declared,  tempting  enough  to  compensate  for  the  hazards, 
"les  calamites,  et  Fepuisement  resultans  dune  guerre." 
France  had  all  the  colonies  she  needed,  for  the  interest  of 
her  industry,  he  urged,  and  more  extensive  possessions 
would  be  but  a  burden.  Even  the  loss  of  Canada  ought  to 
be  regretted  less,  he  declared,  since  its  abandonment  has 
been  the  signal  for  the  revolt  of  the  English  provinces.  He 
admitted  the  interest  of  France  in  the  Newfoundland  fish- 
eries, but  he  wrote  of  the  matter  with  no  enthusiasm.*^^ 

These  radically  different  views  of  tlie  two  ministers 
could  admit  of  no  compromise.  Florida  Blanca  cared 
nothing  for  the  Newfoundland  fisheries  or  for  the  commerce 
of  the  United  States.  His  policy  was  one  of  territorial 
aggression,  while  Vergennes  opposed  all  conquests.  Against 
the  French  minister's  idea  of  war  to  enfeeble  the  British 
Empire,  Florida  Blanca  set  up  the  plan  of  Spanish  aggi'an- 
dizement  by  peaceful  negotiations. 

In  spite  of  his  pacific  intentions,  however,  Florida 
Blanca  continued  his  preparations  for  war.  He  knew  that 
the  game  of  diplomacy  could  be  successful  only  when  sup- 
jjorted  by  arms;  and  he  saw  a  real  danger  to  the  Spanish 


ooplorida  Blanca  to  Aranda,  April  7,  1777.  (Translation  in  Esp.,  584, 
no.  14,  new  31.) 

^'Quoted  by  Vergennes  in  note  to  Aranda,  April  26,  1777.  (Ibid.,  584,. 
no.  40.) 

^^See  Vergennes  to  Aranda,  April  26,  1777.  "Si  la  perte  du  Canada", 
he  continued,  "lui  a  ete  sensible,  elle  doit  la  moins  regretter  depuis  que 
I'abandon  qu  elle  a  ete  obligee  d'en  faire  est  devenu  le  signal  de  revoke 
des  provinces  angloises."     (Esp.,  584,  no.  40.     See  p.  34,  note  15.) 
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empire  in  the  cupidity  of  Great  Britain.  He  felt  that  Spain 
should  prepare  to  defend  herself  and  particularly  her 
American  colonies.  For  this  purpose  he  was  glad  to  con- 
tinue to  act  in  cooperation  with  France.  The  naval  heads- 
of  the  two  nations  had  already  formed  plans  for  patroling 
the  west  Atlantic,  and  commanders  of  ships  were  ordered 
to  watch  carefully  the  movements  of  English  vessels,  espec- 
ially those  trying  to  enter  the  Gulf  of  Mexico  or  the  waters 
of  the  West  Indies.  The  instructions  further  ordered  that 
the  commanders  of  both  nations  were  to  aid  each  other,  and 
to  guard  equally  the  interests  of  the  two  crowns.*^^  Besides 
these  arrangements  Florida  Blanca  provided  for  the  mili- 
tary defense  of  the  Spanish  colonies.  An  army  corps  was 
sent  to  San  Domingo,  and  additional  troops  were  des- 
patched to  Havana,  Vera  Cruz,  and  Porto  Rico.^^^  Special 
attention  was  given  to  Louisiana  on  account  of  its  proxim- 
ity to  the  British  possessions.  Spanish  fears  were  increased 
by  the  great  nuinber  of  English  Loyalists  who  were  fleeing 
from  the  Atlantic  provinces  and  settling  along  the  east 
bank  of  the  Mississippi.  The  Spanish  officials  at  New 
Orleans  had  already  recommended  that  'tlie  colom'  be 
placed  in  a  state  of  defense  against  the  English,  who  could] 
easily  come  from  Peusacola  or  Mobile,  or  even  from  Can- 
ada, by  way  of  the  Mississippi  and  Ohio.^^ 

While  preparing  to  defend  Spanish  colonists  against 
Great  Britain,  Florida  Blanca  could  not  ignore  the  new 
nation  across  the  ocean.  Its  representatives  were  already 
in  Paris  and  one  of  them  was  seeking  admission  to  the 
Spanish   court.*""^     Frenchmen   were  enthusiastic  for  the 

^^The  Spanish  were  to  guard  the  Gulf  of  Mexico  and  the  approaches 
to  New  Orleans,  while  the  French  were  to  watch  the  West  Indies. 
Project  d' Instructions  correspondantes  a  cette  de  la  cour  d'Espagne  .  .  .  . 
(Archives  de  la  Marine,  B4,  128,  p.  194.)  Florida  Blanca  frequently  urged 
the  necessity  of  getting  ready  for  any  emergency.  Ossun  to  Vergennes, 
February,   1777.     (Esp.,  583,  no.   118,  new  21;  ibid.,  no  127,  new  24.) 

•^^Ossun  to  Vergennes,  February  27,  1777.     (Ibid.,  583,  no.  127,  new  24.) 

^^Fortier,  Louisiana,  II,  25-33. 

^^Franklin  and  Deane  were  in  Paris,  and  Arthur  Lee  started  in  the 
spring  of  1777  for  Madrid. 
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independence  of  the  new  republic.  Aranda  at  Paris  and 
the  friends  of  France  in  Spain  kept  urging  Florida  Blanca 
to  join  with  the  court  of  Versailles  for  another  struggle 
against  the  common  enemy .^"^ 

Altho  Florida  Blanca  liad  no  intention  of  recognizing 
the  independence  of  the  United  States,  he  believed  it  for 
the  best  interests  of  Spain  that  the  war  should  continue. 
Great  Britain  already  suspected  the  Spaniards  of  aiding 
the  insurgents  and  a  sudden  collapse  of  the  revolt  would 
mean  the  end  of  Florida  Blanca's  hopes  to  regain  some  of 
the  former  possessions  of  Spain,  and  might  mean  the  loss 
of  others.  To  prevent  such  a  danger  he  kept  up  the  nego- 
tiations with  Vergennes  and  furnished  aid  for  the  Ameri- 
cans.^^ 

Early  in  1777,  Arthur  Lee  had  set  out  from  Paris  to 
'Madtid  to  secure  Spanish  assistance  for  the  American 
cause.  He  was  allowed  to  proceed  no  further  than  Burgos, 
where  Grimaldi  met  him.  We  know  little  of  the  interview. 
Grimaldi  apparently  did  not  treat  the  mission  seriously 
and  Lee's  accounts  are  colored  by  his  sense  of  personal 
importance.^ ^     It  is  clear,  however,  that  Lee  was  willing 


^"Ossun  repeatedly  wrote  of  the  earnest  insinuations  of  Aranda  to 
treat  with  America  and  go  to  war  with  Portugal  and  Great  Britain. 
Ossun  to  Vergennes,  January  23,  1777.     (Esp.,  583,  no.  39,  new  7.) 

^^Ossun  informed  Vergennes  that  Florida  Blanca  was  in  accord 
with  France  in  regard  to  the  war  in  America,  that  both  powers  desired 
its  continuance.  March  3,  1777.  (Esp.,  583,  no.  136,  new  28.)  Florida 
Blanca  wrote  the  same  to  Aranda,  and  declared  that  it  was  important  to 
sustain  the  American  colonies,  for  as  long  as  the  war  continued  both 
sides  would  be  weakened.  March  5,  1777.  (Ibid.,  140,  new  I.)  "M.  de 
floride  blanca  m'a  assure  Monsieur,  qu'on  avoit  deja  fait  des  remis 
d'argent  a  M.  Lee,  et  qu'il  retournoit  en  France  satisfait  des  secours 
pecuniares  qui  luy  avoient  ete  promis."  Ossun  to  Vergennes,  March 
24,  1777.     (Ibid.,  583,  no.  184,  new  39.) 

^^On  March  3,  Ossun  wrote  that  Grimaldi  had  neglected  for  a  long 
time  to  give  the  Spanish  court  an  account  of  his  interview  with  Lee. 
(Ibid.,  583,  no.  136,  new  28;  Bancroft,  United  States,  V,  137.)  Lee  asserted 
that  he  received  encouragement  from  Spain  and  a  promise  that  war 
should  be  begun  within  a  year.  (Wharton,  Dip.  Cor.,  II,  282.)  There  is  no 
evidence  to  support  Lee's  assertions. 
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to  Offer,  in  return  for  an  calliance,  the  assistance  of  the 
United  States  m  the  conquest  of  the  FloridasJ^  While 
Spain  was  anxious  for  those  provinces  she  would  not  enter 
into  negotiations  with  the  United  States  until  they  had 
given  stronger  evidence  that  they  were  able  to  maintain 
their  independence.  Charles  III  declared  that  the  offers 
of  Lee  were  premature.'^  Spain  was  willing  to  aid  the 
Americana  secretly  but  would  enter  into  no  negotiations  ' 
with  them  which  might  mean  a  recognition  of  independ- 
ence. 

In  spite  of  Florida  Blanca's  resolutions  for  peace, 
preparations  for  war  were  rapidly  increased.'^  Louisiana 
would  doubtless  be  the  first  object  of  attack  in  case  of  war, 
and  would  afford  an  excellent  depot  of  supply  for  the 
insurgents  as  long  as  Spain  cared  to  aid  them.  Galvez, 
the  president  of  the  Council  of  the  Indies,  sent  over  as 
governor  of  Louisiana,  his  nephew,  Bernardo  de  Galvez, 
an  energetic  and  ambitious  man,  full  of  sympathy  for 
American  independence.  The  younger  Galvez  entered  with 
vigor  on  his  administration  and  prepared  to  begin  the 
struggle  along  the  Mississippi.  For  several  years  the 
British  had,  controlled  the  trade  of  the  river,  but  their 
monopoly  was  now  at  an  end.     The  Spanish  governor  at 

^  ^"Wharton,  Dip.  Cor.,  II,  290.  "J'ai  I'honneur  de  vous  informer 
qu'une  des  propositions  que  le  M.  Lee  a  faites  a  I'Espagne  pour  I'excitcr 
a  venir  au  secours  de  Colonies  Angloises,  a  ete  qu'elles  s'engageroient  a 
prendre  Pensacola  conquete  facile  selon  M.  Lee  et  a  remettre  immedi- 
atement  cette  place  au  pouvoir  de  Sa  Majeste  Catholique.  Je  sais  que 
cette  Monarque  a  repondu  qu'il  verroit  avec  beaucoup  de  plaisir  les 
Insurgens  faire  cette  acquisition  mais  qu'il  n'en  accepteroit  la  cession  que 
lorsque  leur  independence  seroit  assuree.  Cest  en  traivaillant  avec  M.  de 
Calves  que  le  Roy  Catholique  a  dicte  cette  reponse,  mais  j'ai  lieu  a 
croire  que  I'avis  de  M.  le  Comte  de  floride  blanca  seroit  que  I'Espagne 
acceptat  I'offre  des  Colonies  a  titre  de  depot  en  attendant  la  dccesion  de 
la  guerre  qu'elles  soutiement.  Je  doute  que  son  sentiment  soit  adopte." 
Ossun^to  Vergennes,  March  24,   1777.     (Esp.,  583,  no.  184,  new  39.) 

^^"Le  Roi  d'Espagne  a  seulement  daigne  me  dire  ....  qu'il  avoit  fait 
connoitre  a  ce  Depute  [Lee]  qu'il  les  [propositions]  regarderoit  comme 
prematures."    Ossun  to  Vergennes.     (Ibid.) 

"Vergennes  to  Ossun,  May  2,  1777.     (Ibid.,  584,  no.  48,  new  30.) 
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once  seized  all  the  British  vessels  within  reach  and  ordered 
the  confiscation  of  all  that  should  enter  the  port.  In  one 
day,  soon  after  his  arrival,  eleven  English  vessels,  laden 
with  rich  cargoes,  were  captured  and  condemned  by  his 
orders."^  ^ 

The  belligerent  attitude  of  the  Bourbon  powers 
alarmed  the  British  court.  The  British  ambassadors, 
Stormount  at  Paris  and  Grantham  at  Madrid,  were  in- 
structed to  demand  explanations  regarding  the  immense 
military  and  naval  demonstrations  in  America.  Both  de- 
<?lared  that  the  intentions  of  the  British  court  were  peace- 
ful, audi  they  offered  a  British  guarantee  of  the  Spanish 
possessions  in  America.*^* 

To  the  British  representations,  both  Vergennes  and 
Florida  Blanca  gave  the  same  answer.  They  declared  that 
it  was  necessary  to  guard  Spanish  interests  in  America, 
and  Florida  Blanca  added,  by  way  of  explanation,  that  a 
strong  force  was  needed  to  hold  in  subjection  the  Spanish 
colonies  which  were  being  seduced  by  the  example  of  the 
British  provinces. 

Tlie  protests  of  Great  Britain  was  a  step  towards  the 
success  of  Florida  Blanca's  policy.  Her  alarm  convinced 
him  that  she  was  ready  to  concede  much  for  the  sake  of 
peace.  France  was  seeking  Spain's  alliance  and  the  Amer- 
icans were  bidding  liigh  for  her  assistance.  With  French, 
Britons,  and  Americans  seeking  favors  from  Spain,  Flor- 
ida Blanca  felt  strong  enough  to  assume  an  independent 
attitude.  He  informed*  Ossun  that  Spain  had  much  to 
lose  and  nothing  to  gain  from  war  witli  Great  Britain,'^^ 
but  that  tlie  two  crowns  could  settle  the  troubles  in  Amer- 
ica and  receive  valuable  concessions  as  the  price  of  neu- 
trality."*^    Charles  III  again  and  again  declared  his  wish 

^^Fortier,   Louisiana,   II,    56-57. 

■^•^ Vergennes  to  Ossun,  May  2,  1777.  (Esp.,  584,  no.  48,  new  30.) 
Ossun  to  Vergennes,  May  19,  1777.     (Ibid.,  no.  80,  new  60.) 

'■^Ossun  to  Vergennes,  May  15,  1777.  (Ibid.,  584,  no.  75,  new  58.  See 
also  p.  39,  note  31.) 

'■''Vergennes  to  Ossun,  June  21,  1777.     (Esp.,  584,  no.  140,  new  38.) 


165]  VERGENNES   AND   SPANISH   DIPLOMACY  55 

to  end  his  days  in  peace,  and  Spain  was  committed  to  a 
policy  of  masterly  inactivity.  Florida  Blanca  had  lost 
much  of  his  fear  of  British  aggression,  but  he  greatly 
distrusted  France.  He  wished  to  recover  the  old  empire 
and  influence  of  Spain,  but  he  did  not  believe  that  Ver- 
gennes  would  aid  him  in  his  efforts.  Spanish  diplomacy 
was  still  in  the  shoals;  but  its  pilot  felt  that  if  he  would 
bide  his  time,  the  warring  nations  must  allow  his  country 
to  regain  some  i^art  of  the  vast  influence  she  had  wielded 
under  Charles  I. 

The  defection  of  Spain  did  not  cause  Vergennes  to 
despair.  He  still  favored  sustaining  the  Americans  and 
still  counted  on  the  assistance  of  Florida  Blanca.  He 
made  no  protest  against  the  action  of  the  Spanish  court, 
but  declared  that  its  measures  were  in  full  accord  with 
his  own  policy."^ ^  He  agreed  that  the  continuance  of  the 
war  was  beneficial  to  the  Bourbon  powers,  and  was  glad 
to  get  Spanish  aid  for  the  Americans.  He  was  anxious, 
however,  about  the  future  policy  of  Florida  Blanca,"^^  but 
hoped  to  persuade  him  to  unite  with  France  in  recognition 
of  the  United  States.  To  this  end  and  doubtless  at  his 
instance,  Franklin  ^Tote  directly  to  the  Spanish  ambas- 
sador, asking  for  an  alliance,  and  offering  to  assist  Spain 
in  the  conquest  of  Pensacola,  if  only  the  use  of  its  port, 
together  with  the  free  navigation  of  the  Mississippi  should 
be  granted  to  the  Americans.'^^ 


^"Florida  Blanca  to  Aranda,  March  5,  1777.  (Translation  in  Esp., 
583,  no.  140,  fol.  I.)  Ossun  asserted  the  same  thing  to  Vergennes. 
March  3,  1777.  (Ibid.,  no.  136,  fol.  28.)  "Les  principes  d'apres  lesquels 
la  Cour  de  Madrid  a  dirige  ses  responses  au  M.  Lee  sont  entierement 
.conformes  a  ceux  que  nous  avons  adopte  a  I'egard  des  insurgens  et  que 
nous  continuerons  de  suivre  jusqu'a  ce  que  les  circonstances  nous  par- 
oisent  en  exiger  d'autres."  Vergennes  to  Ossun,  March  25,  1777.  (Ibid., 
no.  186,  new  23.) 

'^"Je  vous  prie  M surtout  de  nous  mander  quelle  somme  d'argent 

ce  Pee  s'est  determine  de  luy  Congress  accorder Je  vous  prie  M. 

de  nous  informer  exactement  que  le  Roi  Cque  fera  parvenir  .  .  .  ."  (Ibid.) 

^^Franklin  to  Aranda,  April  7,  1777.    (Wharton,  Dip.  Cor.,  II,  304) 
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Vergennes  made  quick  use  of  Franklin's  offer  ta 
Spain.  He  had  previously  asserted  that  neither  country 
had  use  for  conquests;  but  now  he  began  to  dangle  before 
the  hungry  eyes  of  the  Spaniards  rich  conquests  as  the 
reward  for  their  services.  He  spoke,  not  only  of  the  Flor- 
-Idas,  but  even  suggested  the  conquest  of  the  rich  sugar 
islands.^^  He  pointed  out  again  the  danger  which  Spain 
must  encounter  if  she  allowed  a  settlement  of  the  struggle 
in  w^hich  she  had  no  part.  Such  an  outcome,  he  declared^ 
would  endanger  the  whole  colonial  empire  of  the  two 
crowns.  ^^ 

Altho  Vergennes  was  willing  to  concede  much  to 
the  ambition  of  Spain,  he  still  asked  nothing  for  France. 
To  Louis  XVI  he  argued  that  the  only  interest  of  the  mon- 
archy was  the  enfeeblement  of  Great  Britain.  This  could 
best  be  accomplished  by  breaking  up  the  British  empire 
in  America.  With  Canada  in  the  hands  of  the  English, 
he  argued  that  the  United  States  must  necessarily  hold 
close  to  France  for  their  own  safety,  and  thus  French 
prestige  would  be  increased.^- 

That  part  of  British  America  not  in  revolt,  he  would 
leave  in  possession  of  its  rightful  sovereign.  He  hoped  in 
this  way  to  ensure  a  constant  rivalry  between  the  two 
Anglo-Saxon  powers  which  would  hold  the  United  States 
in  dependence  on  France.  Vergennes  would  make  the 
United  States  an  independent  nation  as  a  barrier  to  Brit- 
ish aggression.  It  was  of  no  interest  to  France  to  create 
a  great  and  extensive  republic,  wliose  boundaries  could  be 
extended  only  by  the  cost  of  much  blood  and  money.  He 
would  ensure  tlie  limits  of  the  United  States  as  he  con- 
ceived tliem  to  be;  but  to  his  mind,  Canada  and  the  Mis- 
sissippi Valley,  the  ancient  possessions  of  France,  had 
never  been  a  part  of  the  English  colonies,  and  he  would  not 


soyergennes  to  Aranda,  April  lo,  1777.     (Es(>.,  584,  no.  21.) 
^'Vergennes  to  Ossun,  April   12,   1777.     (Ibid.,  no.  22,  new  26.) 
^-Mouoire   au   Roi,   July   23,    1777;    marked    "approve".      (Rsp.,   585, 
no.  56.) 
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make  an  effort  to  obtain  them  for  the  new  republic.  Here 
was  the  bone  of  contention.  Spain  wished  the  east  bank  of 
the  Mississippi  to  insure  her  control  of  the  Gulf  of  ]\Iexico ; 
the  United  States  claimed  it  by  right  of  their  ancient  char- 
ters; while  Vergennes,  anxious  to  maintain  the  balance  of 
power  in  America,  preferred  that  Great  Britain  should 
keep  it.  He  wished  to  establish  the  United  States  as  a 
menace  to  British  power;  Florida  Blanca  feared  the  new 
nation  as  a  danger  to  Spanish  power.  To  bring  Spain  and 
the  United  States  to  the  point  of  view  of  Vergennes  was 
the  problem  of  French  diplomacy  and  its  solution  was  tc^ 
give  the  French  minister  many  thoughtful  hours. 


CHAPTER    III 

THE  QUESTION  OF  THE  WEST. 

In  the  policy  of  Vergennes  America  was  but  a  club 
for  the  humiliation  of  Great  Britain.  It  was  his  plan  to 
build  up  a  nation  in  America  with  sufficient  strength  to 
check  British  aggression,  but  not  powerful  enough  to  be 
independent  of  French  influence  or  to  threaten  the  balance 
of  power  in  the  New  World.^  The  disintegration  of  the 
British  Em])ire  in  America  was  rapidly  going  on,  and 
Vergennes  felt  that,  with  Spanish  aid,  he  could  control 
the  result.  The  forces  of  colonial  hatred  were  at  his  ser- 
vice; could  he  also  command  the  strength  of  Spain's  jeal- 
ousy and  ambition? 

The  ambitions,  the  hopes,  and  the  plans  of  the  Ameri- 
cans beyond  their  mere  desire  for  independence  were  un- 
known to  Vergennes,  or  at  best  he  discerned  them  but 
vaguely.  In  tlie  development  of  his  policy  the  French  min- 
ister showed  little  interest  and  less  knowledge  of  the  con- 
ditions and  purposes  of  the  revolting  provinces.  From  the 
time  of  Bonvouloir's  mission  until  the  surrender  of  Bur- 
goyne,  neither  France  nor  Spain  had  any  representatives 
in  America.  Both  countries  hadj  felt  the  need  of  more 
information;  but  neither  had  regarded  the  matter  as  im- 
portant enough  to  command  immediate  action.- 


^Mcmoire  an  Roi  (Esp.,  585,  no.  56.)  "Si  elle  [independence]  s'acheve 
par  notre  inoyen,  elle  doit  en  abaissant  L'Anglcterre  relever  d'autant  la 
france,  ct  la  rcmettre  a  son  rang."  Reflexions  [unsigned],  January  7,  1777. 
(E.  U.,  II,  no.  16,  new  28;  Doniol,  Histoire,  II,  118.) 

^In  July,  1777,  Vergennes  suggested  to  Spain  that  each  country  should 
have  some  one  in  America  "wise,  sensible,  and  discreet,  who,  without 
•character,  or  ostensible  mission"  should  investigate  conditions  there. 
(Esp.,  585,  no.  45,  new  53.)  For  the  duties  of  this  position  he  thought  a 
merchant  best   fitted.     To   Ossun,   August  25,    1777.      {Ibid.,  no.   51,  new 
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During  the  years  from  1770  to  1777  France  paid 
little  attention  to  the  Mississippi  Vallev.  The  only  inter- 
est she  showed  in  this  territory  was  purely  commercial. 
In  the  foreign  office  there  are  some  memorials  on  the  to- 
bacco of  Louisiana,  and  Ossun  recommended  that  it  take 
the  place  of  tlie  Virginia  tobacco,  which  could  hardly  be 
obtained'."  There  was  no  suggestion,  howeyer,  that  France 
should  attempt  to  recoyer  her  political  power  in  Louisiana. 

To  the  mind  of  Vergennes  it  is  probable  that  the 
question  of  who  should  control  the  West  neyer  occurred 
until  it  was  forced  upon  him  by  the  issues  of  the  war.^   In 

137.)  In  November,  Florida  Blanca  informed  Ossun  that  he  already  had 
an  agent  in  America,  a  man  named  "Edouard"  who  had  been  in  the  col- 
onies before  on  matters  of  business  and  was  regarded  as  possessing  the 
prudence  and  skill  necessary  for  a  difficult  mission.  Ossun  to  Vergennes, 
November  8,  1777.  (Ibid.,  586,  no.  139;  Doniol,  Histoire,  II,  578.)  What 
"became  of  Edouard  we  do  not  know.  There  is  no  further  mention  of  him 
in  the  documents  in  the  foreign  office  in  Paris,  and  when  Gerard,  the 
French  minister,  landed  in  America  in  1778,  Spain  was  represented  by 
Miralles.  (£.  U.,  IV,  no.  23,  new  97.)  Vergennes  still  delayed.  He  gave 
as  his  reason  the  difficulty  of  finding  a  suitable  agent.  In  November  he 
declared  that  he  had  in  mind  one  who,  he  thought,  would  be  admirable, 
and  who  should  go  at  once  by  way  of  San  Domingo.  (Esp.,  587,  no.  17; 
Doniol,  Histoire,  II,  580.)  At  the  same  time  he  asked  the  Spanish  gov- 
ernment to  transmit  to  him  any  information  which  it  might  receive. 
Vergennes  finally  sent  a  man  named  Holker,  though  it  is  probable  that  his 
original  choice  was  B'eaumarchais.  (Doniol,  Histoire,  II,  615.)  Holker's 
instructions  were  given  verbally,  but  there  is  a  minute  of  them  in  the 
French  foreign  office.  November  25,  1777.  (E.  U.,  II,  no.  I44>  "ew  266.) 
In  this  document  there  is  every  evidence  that  Vergennes  knew  nothing 
of  the  desires  of  the  Americans.  Holker  was  to  learn  of  the  situation  of 
affairs  in  America  and  report  them  at  once.  He  was  to  represent  to  the 
Americans  their  need  for  some  power  to  protect  them  from  Great  Britain 
and  to  suggest  that  France  might  aid  them. 

"Esp.,  583,  no.  70.  Ossun  to  Vergennes,  January  27,  .1777.  {Ibid., 
no.    52.) 

^When  the  question  of  the  Mississippi  Valley  was  brought  to  his  at- 
tention in  1778,  and  he  was  informed  of  the  American  demands  regarding 
the  navigation  of  the  Mississippi,  Vergennes  wrote,  "  .  .  .  .  je  vous  assure 
qu'il  me  paroitroit  etonnant  qu'on  refusat  a  cette  demande.  Cependant 
il  pent  y  avoir  pour  la  negative  des  considerations  locales  que  J'ignore, 
€t  qui  peuvent  meriter  quelque  attention."  Vergennes  to  Gerard,  October 
28,  1778.     (E.  U.,  V,  no.  43,  new  105.) 
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his  geography,  however,  the  West  was  not  a  part  of  the 
American  colonies.  It  was  the  ancient  Canada  and  East- 
ern Louisiana  over  which  the  French  and  Indian  Wars 
had  been  fought;  and  altho  the  Frenchman  had  lost  all 
in  the  struggle,  he  could  not  be  compelled  to  rewrite  his 
geography.  The  English  also,  in  the  "Quebec  Act,"  had 
followed  more  closely  French  ideas  of  geography  than 
those  of  their  colonies.  Thus  it  was  that  in  1778  a  French 
officer  describes  the  United  States  as  bounded  on  the  north 
by  Canada,  and  on  the  west  "still  by  Canada  and  the 
Indian  tribes  as  far  as  the  Mississippi."^ 

There  is  no  evidfence  that  Vergennes  had  ever  con- 
sidered the  question  of  the  navigation  of  the  Mississippi 
until  called  upon  to  defend  the  seizure  of  English  vessels 
in  the  Mississippi  by  Galvez  in  February,  1777.  Vergennes 
learned  of  this  action  of  the  Spanish  governor  through  the 
newspapers  about  the  first  of  October.  At  that  time  he  did 
not  know  that  the  English  would  complain,  but  he  declared 
that  any  protest  could  not  be  founded  on  the  common 
law  of  America,  where  each  nation  reserved  to  itself  its 
exclusive  navigation  and  its  own  commerce.  He  held  that 
the  English  had  no  more  right  to  carrj  on  commerce  on  the 
right  bank  of  the  Mississippi  than  the  French  had  to  trade 
along  the  coasts  of  North  America,  where  all  French  ships 
were  arrested  and  seized.*^  It  is  clear  from  this  that  Ver- 
gennes had  not  come  to  the  Spanish  view  of  the  exclusive 
navigation  of  the  Mississippi,  for  he  described  the  Spanish 
rights  to  the  right  bank  by  an  argument  which  would  give 
the  English  control  of  the  left  bank.  Later  when  the 
Spanish  ministry  sought  to  deprive  the  Americans  of  the 
riglit  to  navigate  the  Mississippi,  Vergennes  expressed  his 
surprise.'^ 

Spain  did  not  in  au}^  way  commit  herself  on  the  sub- 
ject of  the  navigation  of  the  Mississippi  until,  as  pre- 
viously noticed,  the  governor  of  Louisiana  seized  the  Eng- 

'^Archives  de  la  Marine,  B4,  144,  23. 

'Vergennes  to  Ossun,  October  3,  1777.     (Esp.,  586,  no.  105,  new  63.) 

'Vergennes  to  Gerard,  October  28,  1778.     (£.  U.,  V.  no.  43,  fol.  105.) 
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lish  ships  in  the  river.  Just  what  instructions  the  min- 
istry had  given  the  governor  is  not  certain,  but  it  has  al- 
ready been  shown  that  his  act  was  in  accord  with  the  pol- 
icy of  Galvez,  the  president  of  the  council  for  the  Indies. 
In  October,  1777,  Ossun  wrote  to  Yergennes  that  Spain 
held  to  the  opinion  that  England  did  not  have  the  right 
to  navigate  the  Mississippi  or  to  deposit  merchandise  at 
its  mouth. ^  Spain  further  maintained  that  the  silence 
with  which  the  English  received  the  news  of  the  seizure 
of  their  ships  gave  grounds  to  believe  that  they  acquiesced 
in  her  position. 

Canada  and!  the  Floridas  offered  problems  distinct 
from  that  of  the  West  proper.  American  efforts  to  annex 
the  former  have  already  been  described,  and  they  did  not 
cease  until  the  close  of  the  Eevolution.  Great  Britain  had 
no  intention  of  surrendering  this  province,  and  France 
had  no  interest  in  helping  the  United  States  to  take  it. 
The  Floridas  offered  still  less  difficulty.  It  was  recognized 
by  all  that  Spain  was  anxious  to  recover  them,  and  the 
Americans  were  willing  to  aid  this  project  in  return  for 
recognition  and  assistance. 

The  Declaration  of  Independence  brought  the  ques- 
tion of  the  extent  of  the  new  republic  at  once  to  the  front, 
and  with  the  problem  of  boundaries  is  connected  every 
diplomatic  negotiation  of  the  American  Revolution.  On 
September  17,  1776,  Congress  resolved  on  a  plan  of  treaty 
to  be  proposed  to  the  king  of  France,  Article  IX  of  which 
provided'  that  "the  most  Christian  King''  shall  never  in- 
vade nor  under  any  pretense  attempt  to  possess  himself 
of  Labrador,  New  Britain,  Nova  Scotia,  Acadia,  Canada, 
Florida,  or  any  other  part  of  North  America.  It  further 
declared  its  intention  to  annex  these  territories  to  the 
United  States,^  but  assured  Spain  that  it  had  no  designs 
on  her  possessions,  and  would  in  no  case  molest  them.^^ 


®Ossun  to  Vergennes.     (Esp.,  586,  no.  138,  new  118.) 
^Journals  of  Continental  Congress  (Ford  ed.),  V.  770. 
^"Instructions  to  agent  at  court  of  France.     (Ibid.,  816.) 
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At  the  same  time  Congress  elected  Benjamin  Frank- 
lin, Silas  Deane,  and  Artlinr  Lee  as  American  commission- 
ers to  France,  and  appointed  a  committee  to  draft  instruc- 
tions for  them.  This  committee  reported  that  if  France 
would  aid  the  United  States  in  reducing  Nova  Scotia^ 
Newfoundland,  and  Cape  Breton,  the  French  people 
should  be  allowed  equal  rights  of  fishing  there  with  the 
Americans  to  the  exclusion  of  all  others.  The  commis- 
sioners were  also  to  offer  France  half  of  Newfoundland 
provided  the  remainder  of  the  Island,  with  Nova  Scotia 
and  Cape  Breton,  were  annexed  to  the  United  States.  If 
necessary  to  get  French  aid  the  commissioners  were  to 
assure  "his  most  Christian  majesty  that  such  of  the  British 
West  India  Islands  as,  in  the  course  of  the  war,  shall  be  re- 
duced by  the  united  forces  of  France  and  the  United  States 
shall  be  yielded  in  absolute  property  to  his  most  Christian 
majesty."  The  committee  also  suggested  the  advisability 
of  getting  S])ain  into  the  alliance,  and  that,  in  return  for 
her  aid  the  United  States  would  assist  her  in  the  reduction 
of  Pensacola,  if  to  them  sliould  be  left  "tlie  free  and  unin- 
terrupted navigation  of  the  ^lississippi  and  the  use  of  the 
harbour  of  Pensacola.""  Nothing  was  said  of  the  West, 
but  it  was  not  long  before  a  claim  to  it  was  set  forth.  The 
West  was  not  considered  a  subject  for  negotiation,  for  it 
was  held  to  be  already  a  part  of  the  union  of  states.  These 
instructions  were  the  first  declaration  by  Congress  of  its 
attitude  regarding  tliat  part  of  British  America  not  in 
rebellion. 

Of  the  commissioners  chosen  by  Congress  only  Frank- 
lin was  of  first  rate  ability.  lie  was  undoubtedly  the  great 
statesman  of  the  Revolution.  He  had  done  much  for  his 
country  before  becoming  commissioner  to  France,  but  it 
was  in  Paris  that  he  was  to  accomplisli  the  great  work  of 
his  life.  A  man  of  broad  experience  and  wide  attainments, 
he  soon  made  himself  master  of  tlie  situation.  His  ver- 
satility and  genial  sympathy  made  him  lit  easily  into  the 

^^Jourtials  of  Continental  Congress,  VI,   1057. 
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distinctive  characteristics  of  French  life.  The  best  known 
of  all  Americans,  not  only  in  politics  but  in  philosophj' 
and  science  as  well,  from  the  moment  of  his  arrival  he  was 
a  person  to  venerate  and  respect 

Franklin  had  long  thought  of  the  problems  relatinj^ 
to  the  territories  bevond  the  limits  of  the  thirteen  states, 
and  the  exx)erience  of  years  reinforced  his  ideas.  \s  early 
as  1754,  shortly  after  the  Albany  Convention,  he  had 
drawn  up  a  plan  for  the  settlement  of  the  western  colonies 
and  had  presented  a  strong  argument  why  this  plan  should 
be  carried  out.^-  Again  in  17G0,  during  the  struggles  of 
the  last  French  war,  he  had  urged^  the  importance  of  tliis 
section.  ^'I  have  long  been  of  the  opinion,"  he  wrote,  "that 
the  foundations  of  the  future  grandeur  and  stability  of  the 
British  empire  lie  in  America ;  and  altho,  like  other 
foundations,  they  are  low  and  are  little  seen,  they  are,  nev- 
ertheless, broad  and  strong  enough  to  support  the  greatest 
political  structure  human  wisdom  ever  has  created.  I  am 
therefore  by  no  means  in  favor  of  restoring  Canada.  If 
we  keep  it,  all  the  country  from  the  St.  Lawrence  to  the 
Mississippi  will,  in  another  century,  be  filled  with  British 
people."^^  Thus,  as  early  as  1760,  Franklin  had  a  juster 
view  of  the  West  then  did  the  leaders  of  the  nation  thirty 
years  later.  With  a  breadth  of  vision,  greater  than  that 
of  any  other  man  of  his  day,  Franklin  saw  the  grandeur 
of  the  West.  In  a  paper  on  the  "Interest  of  Great  Britain" 
he  asserted  that  "while  our  strength  at  sea  continues,  the 
banks  of  the  Ohio,  in  point  of  ease  and  expeditious  convey- 
ance of  troops,  are  nearer  to  London  than  the  more  remote 
parts  of  France  and  Spain  to  their  respective  capitals ;  and 
much  nearer  than  Connauglit  and  Ulster  were  in  the  days 
of  Queen  Elizabeth."^"*  To  Franklin's  appreciation  of  the 
West  and  its  resources,  and  to  his  foresight  and  watchful- 
ness during  the  years  of  his  residence  in  France,  is  due, 


i^Franklin,  Works  (Smyth  ed.),  Ill,  358. 
^mid.,  IV,  4. 
^*Ibid.,  IV,  72. 
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more  than  to  any  other  cause,  the  preservation  of  Ameri- 
can domination  in  the  Mississippi  Valley. 

Franklin  arrived  at  Paris  in  the  middle  of  December, 
1776,  and  on  the  twenty-third  he,  with  Deane  and  Arthur 
Lee,  addressed  a  note  to  Vergennes,  informing  him  of  their 
mission  and  requesting  an  audience.  The  request  was 
granted,  the  commissioners  were  courteously  received,  and! 
they  submitted  to  the  French  minister  a  sketch  of  the 
treaty  suggested  by  Congress.  The  commissioners  also 
urged  upon  Vergennes  that  France  and  Spain  unite  with 
the  United  States  to  deprive  Great  Britain  of  her  West 
India  possessions.  They  also  offered  to  guarantee  the  pos- 
sessions of  France  in  the  West  Indies  and  such  other  con- 
quests as  she  might  make  there.  France  was  also  to  have 
a  favorable  commercial  treaty,  by  which  her  ports  were 
to  receive  the  trade  which  formerly  flowed  into  British 
markets.  In  return,  the  Americans  asked  only  that  France 
should  renounce  all  claims  to  the  mainland  of  North  Amer- 
ica. They  also  urged  a  treaty  of  recognition  and  com- 
merce, ^^ 

Altlio  Vergennes  returned  no  answ^er  to  the  American 
overtures,  he  was  surprised  and  pleased  at  their  modera- 
tion. He  felt  no  objection  to  giving  the  United  States  a 
free  hand  in  North  America,  and  he  was  gratified  at  the 
offer  to  guarantee  French  possessions  in  the  West  Indies, 
altho  he  declared  the  faith  of  a  republic  was  little  to  be 
relied  upon.  He  believed,  moreover,  that  a  favorable  com- 
mercial treaty  would  give  France  all  the  advantages  of  col- 
onies without  the  trouble  and  expense  of  governing  them.^^ 

During  the  next  few  months  the  Americans  presented 
in  greater  detail  the  desires  of  Congress.  Deane  submitted 
a  memorial  to  Vergennes  urging  a  treaty  with  France  for 
the  "common  security"  of  the  two  countries.  He  urged 
that  the  whole  British  Empire  in  America  be  conquered, 


^'^Wharton,  Dip.  Cor.,  II,  239-246. 

I'^Vergenncs  to  Ossun,  January  4,  1777,    {Esp.,  583,  no.  6,  new  2.    Same 
to  same,  January  12.     (Ibid.,  no.  20,  new  53.) 


175]  THE  QUESTION  OF  THE  WEST  65 

France  to  get  the  West  Indies  and  a  share  of  the  New- 
foundland fisheries,  while  all  the  remainder  was  to  go  to 
the  United  States.^' 

It  is  probable  that  this  proposal  of  Deane  did  not  re- 
ceive any  serious  consideration  from  Yergennes,  for  he 
soon  came  to  the  conclusion  that  it  was  necessary  to  keep 
Canada  in  the  hands  of  the  British  in  order  to  maintain 
the  balance  of  power  in  America,  and  to  make  the  United 
States  dependent  upon  France.^^  It  is  not  unlikely,  how- 
ever, that  Vergennes  was  willing  to  allow  the  United  States 
to  make  such  conquests  as  they  could  in  the  West,  the 
Floridas,  and  even  a  part  of  Canada,  but  he  would  never 
consent  to  use  French  blood  in  extending  the  boundaries 
of  the  republic.  Since  France,  herself,  had  no  intention 
of  adding  to  her  dominions,  it  was  a  matter  of  little  mo- 
ment to  her  what  became  of  the  British  Empire  when  it 
fell.^9 

The  Americans  were  willing  to  surrender  their  claims 
to  the  Floridas  in  return  for  Spanish  assistance.^*^  Frank- 
lin early  discerned,  however,  the  wide  stretch  of  Spanish 
ambition;  and,  before  it  could  declare  itself,  he  demanded 
from  Florida  Blanca  an  express  acknowledgment  of  the 


^'Deane  to  Vergennes,  March  i8,  1777.  (E.  U.,  II,  no.  72,  fol.  131.) 
Deane  had  written  to  Jay,  December  3,  1776,  that  articles  such  as  he  here 
proposed  had  been  shown  to  him  (Sparks,  Dip.  Cor.,  I,  70),  but  it  is 
probable  that  he  meant  he  had  suggested  them  himself,  which  is  the  truth. 
Deane  was  fertile  with  suggestions  regarding  the  West.  In  December, 
1776,  he  suggested  to  Congress  the  formation  of  a  state  north  of  the  Ohio 
(Wharton,  Dip.  Cor.,  II,  203),  and  in  March,  1777,  he  proposed  to  desig- 
nate, as  security  for  a  loan,  three  thousand  square  miles  (he  writes  three 
thousand  miles  square)  of  the  most  fertile  land  on  the  rivers  Ohio  and 
Mississippi,  one  acre  of  land  to  be  given  as  security  for  each  livre  sub- 
scribed.    (£.  U.,  II,  no.  75,  fol.  135.) 

i^Memoire  au  Roi,  July  4,  1777.  See  p.  58,  note  i.  It  is  possible  that 
Vergennes  informed  the  king  that  Canada  should  remain  British  in  order  to 
allay  the  fear  which  that  monarch  had  of  republics,  for  later  he  showed 
himself  willing  to  aid  the  Americans  against  Canada. 

i9Vergennes  to  Aranda,  March  11,  1777  {Esp.,  583,  no.  155)  ;  April 
10   (ibid.,  584,  new  21). 

-oLee  made  this  offer  on  his  mission  to  Spain.     See  p.  53,  note  70. 
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riglit  of  the  Americans  to  the  free  nnviiiation  of  the  Mis- 
sissippi River.^^  Thus  was  the  issue  between  Spain  and 
the  United  States  raised.  The  demand  for  the  riglit  to 
navigate  the  Mississippi  could  mean  only  that  the  United 
States  had  in  mind  to  claim  the  left  bank  of  the  river,  and 
thus  come  in  contact  with  the  Si)anish  colony  of  Louis- 
iana. All  the  fears  which  the  Spanish  ministers  had  en- 
tertained had  now  become  threatening.  Tlie  new  republic 
would  be  a  constant  menace  to  Louisiana,  and  would  likely 
either  seduce  it  into  rebellion  or  conquer  it.  With  such  a 
belief  tlie  Sjianish  ministry  felt  it  necessary  to  do  every- 
thing possible  to  limit  the  boundaries  of  the  new  republic; 
and  tliis  led  to  an  effort  to  hold  as  much  of  the  east  bank 
of  the  ^Mississippi  as  it  could  lay  claim  to.  Here  lay  the 
root  of  a  vital  antagonism  between  the  two  countries,  and 
a  rivalry  which  did  not  cease  until  Spain  was  driven  off 
the  American  continent. 

Spain  had  a  strong  commercial  interest  in  maintain- 
ing control  of  the  Jiiulf  of  Mexico.  The  English  had  used 
their  right  to  navigate  the  Mississippi  andl  their  control 
of  ^lobile  and  Pensacola  to  carry  off  much  of  the  trade 
of  the  Mississippi  Valley,  Spain  now  saw  that  if  she  were 
to  remain  the  dominant  power  in  the  lower  Mississippi 
she  must  cut  off  every  source  of  competition.  This  meant 
that  the  Floridas  and  the  control  of  the  river  must  be  the 
objects  of  Spanish  diplomacy  in  America,  and  with  these 
in  the  possession  of  Spain,  the  Gulf  of  Mexico  would  be- 
come a  Spanisli  lake.-- 

While  the  West  was  becoming  the  subject  of  European 
di])lomacy,  its  possession  by  the  United  States  was  held  by 
Congress  to  be  beyond  question.  Other  (juestions  of  terri- 
torial right,  however,  were  constantly  engaging  the  atten- 
tion of  this  body.     The  project  for  annexing  Canada  was; 


-'Franklin.   Writings   (Smyth  ed.),  VIT,  40. 

--This  pliase  of  the  subject   did  not  come  up  till  later,  but  Florida. 
Blanca  doubtless  long  held  it  in  mind.     See  p.  80. 
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always  before  it.-^  Plans  of  attack  were  prepared  and 
many  schemes  for  obtaining  assistance  were  urged. 

The  Floridas  claimed  equal  attention,  but  they  were 
thought  of  as  only  an  inducement  to  get  the  help  of  Spain. 
The  original  intention  of  Congress  to  annex  them  to  the 
United  States  was  soon  lost  sight  of  in  the  need  for  for- 
eign assistance,  and  at  the  close  of  1776  the  American  com- 
missioners were  authorized  to  pledge  the  help  of  the  na- 
tion in  conquering  them  for  Spain.-^  To  this  promise, 
however,  was  attached  the  proviso  that  the  free  navigation 
of  the  Mississippi  and'  the  use  of  the  harbor  of  Pensacola 
should  be  accorded  the  citizens  of  the  United  States. 

It  is  possible  that  some  concessions  on  the  part  of 
Congress  were  induced  parth^  by  the  efforts  of  the  Spanish 
agent,  Don  Juan  de  Miralles,  avIio  came  from  Havana  to 
the  United  States  some  time  in  1777  as  a  secret  and  un- 
accredited agent  of  Spain.  He  spent  some  time  at  Charles- 
ton, where  he  was  active  among  the  revolutionists.  Later 
he  went  to  Pliiladelphia,  where  he  became  acquainted  with 
several  members  of  Congress  and  apparently  secured  their 
confidence.  He  tried  to  get  the  support  of  Congress  for 
a  combined  expedition  of  Americans  and  Spaniards  which 
he  and  Governor  Henry  planned  to  send  to  conquer  the 
West.25 

The  great  aim  of  Miralles,  however,  was  to  secure  the 
claims  of  Spain  to  tlie  Floridas  and  to  the  exclusive  navi- 
gation of  the  Mississippi  River.  Beyond  that  he  wished 
to  extend]  Spanish  authority  as  far  as  possible.-^  Spain 
had  carefully  prepared  the  way  for  her  agent  by  showing 
new  favors  to  the  Americans  and  by  furnisliing  them  wth 
supplies.  Galvez,  who  became  governor  in  January,  1777, 
promised  that  he  "would  go  every  length  possible  for  the 


^^Journals  of  Continental  Congress   (Ford  ed.),  Dec.  30,   1776;  ibid., 
VI,  1056  (Dec.  2,  1777)  ;  ibid.,  IX,  985. 
^-*Ibid.,  VI,   1057. 

^^Gerard  to  Vergcnnes,  July  25,  1778.    (E.  U.,  IV,  no.  41,  fols.  142-14/.} 
^'^Ibid. 
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interest  of  Congress.""  Under  his  administration,  New 
Orleans  became  a  depot  for  supplies  for  the  American 
troops.  Oliver  Pollock,  the  agent  of  Congress,  was  allowed 
to  carry  on  operations  unchecked,  and  Spain  and  the 
United  States  seemed  already  in  alliance.^^ 

The  question  of  the  West,  however,  was  still  unsettled. 
Spain's  designs  were,  as  yet,  not  fully  known ;  but  the  navi- 
gation of  the  Mississippi  had  already  become  an  issue.  The 
great  Southwest  was  soon  to  become  the  subject  of  dispute, 
and  the  Northwest  was  as  yet  unwon.  Great  Britain  still 
held  Detroit  and  other  important  posts,  and  these  must  be 
captured  before  the  States  could  make  good  their  claims. 
Congress  had  practically  abandoned  all  claims  to  the  Flor- 
idas,  and  Canada  was  still  untaken.  The  outcome  was 
uncertain,  and  experience  was  to  show  that  it  depended 
upon  two  things — hard  fighting  and  shrewd  diplomacy. 


2^0Hver  Pollock  to  Congress,  September  i8,  1782.  (Papers  of  the  Con- 
tinental Congress,  no.  50,  no.  i,  fol.  i.)  In  August,  1776,  Gov,  Unzuga 
granted  a  "Batteaux  load  of  the  King's  Powder."    Ibid. 

-^Ibid.;  E.  U.,  IV,  no.  41,  fol.  142.  The  aid  given  by  Galvez  to  the 
Americans  was  not  unknown  to  the  British.  In  the  Public  Record  Office 
are  numerous  accounts  of  this.  According  to  one  the  Americans  were 
given  a  public  guardhouse  in  New  Orleans,  and  were  permitted  to  sell 
openly  plunder  taken  from  the  British.  They  were  also  allowed  to  fit  out 
armaments  and  Spanish  ships  were  furnished  to  take  supplies  up  the 
river.  Memorials  of  Alexander  Graydon,  Robert  Ross,  John  Campbell. 
(C.  O.,  5,  117.) 


CHAPTER    IV 

THE  FRENCH  ALLIANCE. 

The  year  1777  was  full  of  unrest  in  the  politics  of 
Europe.  It  was  characterized  by  the  tortuous  policy  of 
Florida  Blanca,  the  double  dealing  of  Yergennes,  and  the 
suspicion  and  distrust  felt  by  British  statesmen  for  their 
neighbors.  Yergennes  was  constantly  trying  to  bring  Flor- 
ida Blanca  into  a  war  which  he  had  resolved  to  avoid,  and 
the  Spanish  minister  was  seeking  to  force  concessions  by 
a  system  of  ever-changing  threats  and  promises.  Great 
Britain  was  swayed  between  her  need  for  peace  and  her 
indignation  at  the  unfriendly  attitude  of  the  Bourbon  pow- 
ers. 

Yergennes  was  still  unacquainted  with  the  vastness 
of  Spain's  ambition,  but  he  realized  that  he  had  a  gigantic 
task  in  bringing  her  into  the  struggle  against  Great  Brit- 
ain. Florida  Blanca  frequently  declared  his  anxiety  to 
maintain  the  alliance  with  France,  and  often  expressed 
his  willingness  to  go  to  war,  but  in  every  crisis  he  found 
some  pretext  which  enabled  him  to  avoid  fulfilling  his 
promises. 

The  Bourbon  powers,  however,  were  constantly  in- 
creasing their  preparations.  Yergennes  was  in  deadly  ear- 
nest, and  Florida  Blanca  knew  that  if  he  were  to  win  any 
concessions  a  show  of  force  at  least  was  necessary.^  Under 
these  circumstances  there  were  advanced  many  projects  of 
war.  Altho  the  two  countries  had  stationed  fleets  in 
the  West  Indies,  they  still  thought  it  necessary  to  make 


^Florida  Blanca  wrote  to  Aranda,  March  3,  1777,  that  while  Spain 
desired  peace,  it  was  necessary  to  get  ready  to  carry  on  a  vigorous  war. 
(Esp.,  583,  no.  140,  new  i.)  He  also  informed  Ossun  of  his  intention  to 
strengthen  Spanish  defenses.  Ossun  to  Yergennes,  March  3  (ibid.,  no. 
136)  ;  February  27  (ibid.,  no.  127,  new  24). 
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other  plans  to  protect  their  interests.-  The  extreme  weak- 
ness of  the  naval  equipment  of  the  two  countries  in  the 
West  Indies  was  regarded  as  dangerous  to  the  safety  of 
Bourbon  possessions  there,  for  it  was  believed  that  the  end 
of  the  American  war  meant  an  attack  upon  them.  The 
plans  of  the  naval  lieads  of  the  two  countries  were  to  carry 
on  a  defensive  naval  war,  until,  if  tlieir  undertakings  sliould 
prosper,  they  would  be  in  position  to  attack  some  important 
places,  sucli  as  Jamaica,  Gibraltar,  and  Grenada,  and  pos- 
sibly make  a  descent  upon  England  or  Ireland.^ 

Both  Vergennes  and  Florida  Blanca  declared  that 
their  i)olicies  were  in  complete  accord.^  But  in  spite  of 
their  assertions  this  agreement  was  only  on  expedients  and 
was  not  on  anything  fundamental.  They  saw  that  the 
•continuance  of  the  war  in  America  was  beneficinl  to  their 
interests,  and  so  they  were  willing  to  support  the  insur- 
gents.   Here  their  agreement  ended. 

On  the  fundamental  question  of  the  policy  to  be  pur- 
sued there  was  a  wide  difference.  The  belief  of  the  Spanish 
minister  that  he  could  attain  all  the  ends  of  his  country 
while  keeping  the  peace  has  already  been  explained.  Ver- 
gennes was  very  skeptical  of  the  success  of  such  a  policy,^ 
and  insisted  strongly  on  the  necessity  of  war  as  the  only 
outcome. 


-Archives  de  la  Marine,  B4,  128-131. 

^Ihid.,  135. 

*"Les  principes  d'aprcs  lesqucls  la  Cour  de  Madrid  a  dirige  ses 
reponses  au  M.  Lee  sont  entierement  conformes  a  ceux  que  nous  avons 
adopte  a  I'egard  des  insurgens  .  .  .  ."  Vergennes  to  Ossun,  March  25, 
1777.  (Esp.,  583,  no.  186,  new  23.)  Florida  Blanca  said  that  the  two 
crowns  were  in  accord  on  the  "fondamental  principes."  To  Aranda, 
March  5,  1777.    (Ibid.,  no.  140.) 

^Vergennes  to  Ossun,  June  21,  1777.  {Esp.,  584,  no.  140,  new  38.) 
Vergennes  urged  Ossun  to  press  Florida  Blanca  for  his  memoir  advo- 
cating the  belief  that  it  is  possible  for  the  two  crowns  to  intervene  in 
America  without  taking  part  in  tlie  war.  "If  he  has  in  his  familiar  con- 
versation any  opinions  on  this  subject,  please  inform  me;  altho  I  do  not 
hold  it  impossible  that  the  minister  should  have  an  outlook  more  extended 
than  mv  own." 
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The  political  situation  was  further  complicated  by 
the  suspicious  attitude  of  Great  Britain.  At  the  beginning 
of  the  American  insurrection  the  good  will  of  France  was 
taken  by  British  statesmen  as  practically  assured.*^  Before 
the  close  of  1775,  however,  the  court  of  London  was  becom- 
ing suspicious.  Accusations  were  made  freely  that  French 
aid  was  given  the  rebels.  "Your  Lordship  will  not  think 
that  I  am  of  such  easy  credulity  as  to  believe  that  they 
do  not  connive  at  Succours  being  sent  from  this  country  to 
America,"  wrote  Stormount  from  Paris.  ''....  This, 
however,  My  Lord,  I  never  pretend  to  see,  but  always  seem 
to  be  entirely  satisfied  with  the  assurances  they  give  me."^ 

Throughout  the  years  1776  and  1777,  Stormount  was 
busy  protesting  against  French  violations  of  neutrality. 
He  suspected  that  Vergennes  had  gone  so  far  as  to  sign  a 
convention  with  the  Americans,  and  often  threatened  war.^ 
Spain  also  was  credited  with  hostility  to  Great  Britain, 
and  at  the  close  of  1777  Stormount  summed  up  his  conclu- 
sions as  follows:  "T  have  not  a  shadow  of  doubt  that  this 
court  and  that  of  Madrid  are  combined  against  us  and  have 
long  been  preparing  and  still  continue  to  prepare  for  the 
execution  of  some  insidious  design."^ 

With  Great  Britain  suspicious  and  Spain  defiant,  the 
problem  of  Vergennes  was  a  delicate  one.     Grimaldi  had 

^St.  Paul,  charge  d'affaires  at  Paris,  to  Earl  of  Rochford,  Secretary 
of  State  for  the  South,  September  30,  1775.  (F.  O.  France,  541 ;  Stevens, 
Facsimiles,  XIII,  1303.)  Stormount,  British  ambassador  to  France,  to 
Rochford,  October  31.     (Circourt.  III.  i.) 

''Stormount  to  Weymouth,  December  6,  1775.  (F.  O.  France,  542; 
Stevens,  Facsimiles,  XIII,  1307.)  Stormount  goes  on  to  say,  "There  is 
every  reason  to  believe  that  if  Choiseul  came  into  power  he  would  instantly 
take  a  decided  step  against  us  .  .  .  ." 

^Correspondence  of  Stormount  with  British  foreign  office.  (F.  O. 
France,  545;  Stevens,  Facsimiles,  XIV.)  Stormount  wrote,  March  26, 
1777 :  "I  have  tried  to  get  direct  proofs  of  this  duplicity  and  have  used 
every  endeavor  to  discern  if  there  exists  any  treaty  or  written  agreement 
between  this  court  and  the  rebels.  I  can  find  no  traces  of  any  such  con- 
vention ....  I  am  assured  that  the  ministers  here  wish  nothing  in 
writing."    (F.  O.  France,  547;  Stevens,  Facsimiles,  XV,  I497-) 

^F.  O.  France,  551. 
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long  since  declared  his  willingness  for  war,  and  just  before 
his  retirement  from  office  had  asked  only  that  it  be  post- 
poned until  the  Spanish  treasure  ships  should  come  in. 
The  fleet  had  long  since  arrived  with  all  its  stores  of  wealth, 
but  still  Spain  hesitated.  To  the  urgings  of  the  French  the 
Spanish  ministers  replied  that  they  were  not  yet  ready. 

The  year  1777  was  allowed  to  wear  itself  out  with 
fruitless  bickerings  between  the  two  powers.  Vergennes 
continued  his  policy  of  urging  Spain  to  war,  sometimes 
Avith  bright  prospects  of  success,  more  often  with  com- 
plete defeat.  At  times  Florida  Blanca  would  talk  in  tones 
of  undoubted  belligerency;  but  when  he  had  almost  com- 
mitted himself  he  would  find  some  pretext  on  which  to 
draw  back.^^ 

Meanwhile  Vergennes  was  getting  into  more  serious 
difificulties  with  Great  Britain.  He  had  gone  too  far  to 
retrace  his  steps,  and  war  for  France  had  become  an  abso- 
lute necessity.  French  aid  had  been  given  almost  openly 
to  the  insurgents,^^  and  a  powerful  fleet  sent  to  America.^^ 


loplorida  Blanca  suggested  in  August,  1777,  a  plan  to  combine  against 
England  as  soon  as  the  treasure  fleet  should  arrive,  and  the  fishermen 
should  return  from  Newfoundland.   Ossun  to  Vergennes,  August  21.  (Esp., 

585,  no.  131,  new  93.)  He  declared  that  the  treasure  ships  could  not 
return  before  the  next  May.  (Ibid.,  no.  106.)  Vergennes  agreed  to  wait 
and  be  very  careful,  for  he  declared  that  England  would  seize  the  ships 
which  carried  fifty  million  piastres  on  the  slightest  pretext.  Vergennes 
to  Ossun,  August  22.  (Ibid.,  no.  137,  new  51.)  In  September  Florida 
Blanca  arranged  with  France  to  send  troops  to  America.  (September  I, 
ibid.,  586,  no.  3.)  He  declared  his  approval  of  French  measures  and  de- 
clared he  would  begin  war  if  France  were  attacked.  Ossun  to  Vergennes, 
September  8.  (Ibid.,  no.  33,  new  103.)  The  next  day  he  declared  in  favor 
of  the  continuation  of  the  American  war,  but  urged  a  pacific  policy  for 
the  Bourbon  crowns.     Paper  handed  to  Ossun,  October  17,  1777.     (Ibid., 

586,  fol.  226.)  From  this  time  on  Florida  Blanca  would  say  nothing  in 
favor  of  war. 

^^Stormount  to  Weymouth,  January  11,  14,  19,  21,  22.  (F.  O.  France, 
552.)  Wentworth  to  Eden,  December  28,  January  i,  6.  (Stevens, 
Facsimiles,  III,  322,  327.) 

i-Vergennes  to  Ossun,  September  19,  1777.  (Esp.,  586,  no.  58,  new 
147;  September  26,  ibid.,  no.  59,  new  147.) 
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British  and  French  recognized  alike  that  peace  could  not 
long  be  preserved. ^^  Vergennes  himself  declared  that  the 
position  of  France  every  day  became  more  critical  and  the 
duration  of  peace  more  uncertain. ^^ 

The  surrender  of  Burgoyne  meant  to  Vergennes  that 
the  crisis  had  come.  He  knew  that  the  time  was  at  hand 
for  France  to  strike;  to  humiliate  her  ancient  enemy  and 
to  regain  her  former  position  in  the  family  of  nations.  He 
declared  that  France  could  now  extend  her  commerce  and 
fisheries  without  interference,  and  could  assure  the  peace- 
ful possession  of  her  islands  Avithout  the  danger  of  British 
aggression. ^'^  "We  must  now  either  support  the  colonies  or 
abandon  them,"  he  argued.  "We  must  form  the  alliance 
before  England  offers  independence,  or  we  will  lose  the 
benefit  to  be  derived  from  Amrica,  and  England  will  still 
control  their  commerce. "^'^  Independence  v/as  felt  to  be  so 
important  that  France  must  recognize  it  even  without  the 
support  of  Spain. 

Before  Vergennes  began  war,  however,  he  wished  to 
secure  the  active  cooperation  of  Spain.     News  of  the  sur- 

i^Stormount  wrote  October  i,  i"//,  that  France  would  interfere 
within  three  or  four  months.  (F.  O.  France,  550;  Stevens,  Facsimiles, 
XIX,  1710.)  De  Noailles,  French  ambassador  to  London,  wrote,  January 
31,  that  he  saw  hostile  intentions  in  London.  (Ibid.,  XIV,  1421.)  Stor- 
mount's  protest  were  couched  in  threatening  tone.     See  note  11. 

i^ergennes  to  Noailles,  August  30,  1777.  (Stevens,  Facsimiles, 
XVIII,  1666.) 

^^"Les  avantages  qui  resulteroit  de  la  [intervention]  Sont 
innombrables  nous  humilierons  notre  enemi  naturel,  un  ennemi  perfide 
qui  ne  sont  jamais  respecter  ni  les  Traites  ni  les  droits  des  nations  nous 
de  tournerons  a  notre  profit  une  des  principales  sources  de  son  opulence 
nous  ebranleons  Sa  puissance,  et  la  reduirons  a  sa  juste  valeur  nous 
etendions  notre  commerce,  notre  navigation,  notre  peche,  nous  assurerons 
la  possession  de  nos  Isles,  Enfin  nous  retablerons  notre  consideration  et 
nous  reprendrons  parmi  les  Puissances  de  I'Europe  la  place  qui  nous 
apartient."  "Consideration  upon  the  necessity  of  France  declaring  at  once 
for  the  American  colonies."  (Angleterre,  528,  fol.  88;  Stevens,  Facsimiles, 
XXI,  1835.)  Unsigned;  but  the  style  is  that  of  Vergennes  and  the  opin- 
ions set  forth  are  in  strict  accord  with  his  policy. 

laVergennes  to  Montmorin,  January  23,  1778.  (Esp.,  588,  no.  17,  new 
III.) 
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render  of  Burgoyne  reached  Paris  on  the  night  of  December 
7,  1111}'^  Four  days  later  Vergennes  sent  a  despatch  to 
Montmorin,  the  new  minister  to  Spain,  asking  for  a  Span- 
ish alliance.  He  declared  he  would  ask  nothing  hard  of 
the  Americans,  only  a  treaty  of  commerce  and  the  guar- 
antee of  French  possesions  in  America;  and  he  expected 
that  Spain  would  ask  nothing  more.^^  Evidently  he  feared 
this  would  not  be  satisfactory  to  Spain,  for  on  the  thir- 
teenth he  wrote  again :  ''Perhaps  Spain  still  regrets  the  loss 
of  Florida  which  gives  to  the  English  an  easy  access  to  the 
Oulf  of  Mexico."  He  doubtless  knew  that  Arthur  Lee 
bad  offered  Florida  to  the  Spaniards,  but  he  cautiously 
continued:  "I  do  not  know  what  the  Americans  think  in 
regard  to  this  ....  but  it  is  natural  to  suppose  that  they 
would  not  hold  very  strongly  to  a  thing  they  do  not  pos- 
sess, and  which,  it  seems  to  me,  is  not  of  much  importance 
to  them,"^^  Vergennes  liad  not  yet  seen  the  importance 
•of  the  territorial  question  in  the  war.  He  was  bidding  for 
the  help  of  Spain,  but  it  did  not  occur  to  him  to  offer  more 
of  North  America  than  the  Floridas. 

Montmorin  sought  out  Florida  Blanca,  and  asked  for 
an  alliance  with  the  Americans.  He  presented  the  dangers 
of  reconciliation  and  an  attack  by  Americans  and  English 
combined  upon  Spanish  America.  He  offered  the  Floridas, 
but  the  Spanish  minister  was  unaffected.  He  declared  that 
the  Spanish  fleet  was  poorly  prepared  for  battle  and  would' 
fall  an  easy  prey  to  the  English.  To  excuse  his  attitude 
he  blamed  the  French  for  not  going  to  war  when  he  was 
ready.  He  further  maintained  that  there  was  no  danger 
of  reconciliation;  and,  under  no  circumstances,  would  the 
king  treat  with  rebels.^*' 

In  spite  of  the  refusal  of  Florida  Blanca,  Montmorin 


^"^Esp.,  587,  no.  92. 

isDecember  11.    Ibid.,  587,  no.  99. 

^^Ibid.,  587,  no.  103. 

20Montmorin  to  Vergennes,  December  23.    {Ibid.,  587,  no.  125.) 
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believed  that  if  France  should  enter  the  war  Spain  would 
be  bound  to  follow.^^  His  efforts,  however,  led  to  further 
rebuffs.  At  an  interview  on  January  4,  Florida  Blanca 
declared  angrily  that  there  was  neither  object  in  be- 
ginning war  nor  plan  in  conducting  it.--  The  aims  of 
the  Spanish  minister,  however,  soon  became  apparent. 
To  Aranda  he  wrote  that  France  had  much  to  gain 
from  war,  while  for  Spain  there  was  nothing  to  gain 
-and  much  to  lose.  France  was  looking  to  the  conquest 
of  the  rich  sugar  isles,  he  continued,  and  possibly  the 
fisheries  of  Newfoundland;  but  these  could  have  no  in- 
terest for  Spain.  The  Spanisli  monarchy  could  have  no 
other  object,  he  insinuated,  than  the  recovery  of  some 
of  the  "shameful  usurpations"  of  Great  Britain,  "Gib- 
raltar, Minorca,  and  to  drive  the  English  from  the  Gulf 
of  Mexico,  the  Bay  of  Honduras,  and  the  coast  of 
€ampeche."^^  Here  was  the  program  of  Spain.  It  meant 
that  she  aimed  not  only  at  the  Floridas  in  North  America, 
but  at  the  control  of  the  Mississippi  River,  with  both  its 
banks  as  well.  To  this  policy  Florida  Blanca  adhered, 
and  he  did  not  enter  the  war  until  he  had  some  assurance 
that  it  would  be  successful. 

The  British  also  were  becoming  aroused  over  the  ques- 
tion of  the  territories.  The  debates  in  Parliament  were 
long  and  bitter.  Shelburne  contended  that  if  the  rebel- 
lious colonies  were  to  secure  their  independence  they  would 
not  stop  at  that.  He  expressed  his  high  opinion  of  the 
moderation  of  the  American  people,  but  declared  that 
Congress  looked  further  and  Avas  likely  to  inspire  them 
with  hopes  of  conquest  and  extent  of  dominion.  "Should 
this  be  the  case,"  he  exclaimed,  "the  remainder  of  America 
must  fall."     He  declared  that  the  demands  of  the  Ameri- 

^'^Esp.,  587,  no.  125. 

22"Dans  la  chaleur  d'une  de  nos  conversations  il  m'a  dit  votre  Cour 
-veut  trailer  avec  les  Americains  la  guerre  resulterset  elle  n'a  ni  objet  en 
la  commencement  ni  plan  pour  le  faire."  Montmorin  to  Vergennes,  Jan- 
xiary  5,  1778.    (Ibid.,  588,  no.  i,  new  7.) 

23Florida  Blanca  to  Aranda,  January  13,  1778.    (Ibid.,  588,  no.  21.) 
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cans  would  ultimately  lead  to  the  loss  of  the  West  Indies 
and  even  of  Ireland.^^ 

Altho  the  British  were  determined  to  continue  the 
war,  if  necessary,  for  the  sake  of  peace,  they  were  willing 
to  offer  any  concession  short  of  independence.  To  this  end 
Hutton,  chief  of  the  Moravian  Brethren  in  England  and 
America,  and  a  friend  of  both  George  III  and  Franklin, 
was  sent  to  Paris.  Franklin  would'  consider  no  terms  un- 
less independence  were  granted;  and  he  appealed  to  the 
magnaminity  and  good  will  of  the  British  nation  for  a  just 
settlement.  "You  should  not  only  grant  such  as  the  neces- 
sity of  your  affairs  may  evidently  oblige  you  to  grant,"  he 
urged,  "but  such  additional  ones  as  may  show  your  gen- 
erosity and  may  thereby  demonstrate  your  good  will.  For 
instance,  perhaps  you  might,  by  your  Treaty,  retain  all 
Canada,  Nova  Scotia,  and  the  Floridas.  But  if  you  would 
have  a  real  friendly,  perhaps  able  ally  in  America,  and 
avoid  all  occasions  of  future  discord,  which  will  otherwise 
be  continually  arising  on  your  American  frontiers,  you 
should  throw  in  those  Countries.  And  you  may  call  it  if 
you  please,  an  Indemnification  for  the  need'less  and  cruel 
burning  of  their  Towns,  which  Indemnification  will  other- 
wise be  sometime  demanded."-" 

In  spite  of  the  hesitancy  of  Spain,  Vergennes  pushed 
his  plans  for  war.  It  was  clear  that  peace  could  no  longer 
continue,  and  English  and  French  were  expecting  the  out- 
break of  hostilities  at  any  moment.^*'  Vergennes  was 
afraid  that  if  France  did  not  take  part  in  the  war  in  Amer- 


-^Parliamentary  Register,  X,  380.  B'enj.  Vaughn  to  Franklin,  April 
28,  1778.     (Franklin,  Works  (Smyth  ed.),  VII,  151.) 

25Franklin,  Works  (Smyth  ed.),  VII,  100.  The  visit  of  Hutton  cre- 
ated quite  a  stir  in  Paris  and  there  was  fear  that  he  would  succeed  in 
affecting  a  reconciliation. 

"^Garnier,  the  French  ambassador  at  London,  wrote  that  England 
regarded  herself  as  already  at  war ;  and  on  February  2,  Sartine,  the  min- 
ister of  marine,  asked  for  an  embargo  on  English  ships  in  French  Tiarbors. 
Doniol,  Histoire,  II,  747.  English  statesmen  knew  of  the  proposed  treaty 
on  January  i.  Wentworth  to  Eden,  January  i.  (Stevens,  Facsimiles, 
III,  327.) 
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ica  England  would  succeed'  in  bringing  about  a  reconcilia- 
tion with  her  colonies  and  would  then  attack  France.-^  On 
January  7  at  a  meeting  of  the  cabinet,  the  whole  situation 
was  gone  over.  Vergennes  presented  a  long  memorial  to 
the  king  in  which  he  urged  immediate  war,  "England," 
he  declared,  "must  soon  seek  peace.  She  must  grant  inde- 
pendence, and  will  then  seek  compensation  in  a  coalition 
with  the  United  States  for  an  attack  on  the  two  crowns." 
He  declared  that  England  would  keep  New  York,  and  with 
that  base  could  easily  conquer  the  possessions  of  France 
and  Spain,  while  the  insurgent  privateers  would  harry 
their  commerce.  The  Americans,  he  urged,  "will  easily  be 
led  to  go  further  by  the  bait  of  the  riches  of  New  Spain, 
sufficient  to  relieve  both  states  of  the  burden  of  their  debts. 
The  exclusive  navigation  of  the  Mississippi  which  will 
make  the  possesion  of  Mexico  precarious  will,  in  itself,  be 
a  powerful  inducement  for  the  Colonies,  and  they  will 
willingly  undertake  anything,  because  they  will  have  noth- 
ing to  fear  on  their  continent  from  the  vengeance  of  the 
two  Crowns."  Such  an  issue,  he  declared,  would  be  real- 
ized at  once  if  England  would  recognize  the  independence 
of  America,  and  he  urged  war  before  it  should  be  too  late.^^ 
The  will  of  Vergennes  prevailed  and  war  was  decided 
upon.  Gerard  de  Eayneval  Vergennes's  secretary,  was 
commissioned  to  treat  with  the  Americans.  Eayneval, 
like  his  master,  strongly  suspected  the  Americans  of  a  wil- 
lingness to  be  reconciled  with  the  mother  country,  and  his 
suspicions  were  heightened  at  his  first  interview  with  their 
representatives.  Accordingly  he  lost  no  time  in  assuring 
them  that  the  king  would  recognize  their  independence  at 
once  and  make  a  treaty  with  them.  He  declared  that  France 
had  in  view  no  aggression,  and  wished  only  to  enfeeble  her 
enemy.  He  then  urged  the  Americans  not  to  be  seducedl 
by  promises  from  England.    To  Franklin's  query  Eayneval 


2^Vergennes  to  Montmorin,  January  i6,  1778.     {Esp.,  588,  no.  23.) 
-^Vergennes :     Paper    submitted    to    the    king    and    marked    by    him 
"approve,"  January  7,  1778.     (Ibid.,  588,  no.  10,  new  13.) 
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replied  that  France  Avoiild  not  begin  war  until  every  other 
means  of  securing  independence  were  exhausted.  Franklin 
then  stated  that  an  immediate  treaty  alone  would  bar  the 
Americans  from  negotiations  with  the  British.  This 
alarmed  the  French  agent,  and  he  assured  Franklin  that 
France  would  begin  the  negotiations  at  any  time.-''' 

The  treaty  of  alliance  between  France  and  the  United 
States  was  drawn  on  the  lines  agreed  to  by  Rayneval  and 
Franklin.  It  provided  for  mutual  aid  in  the  war,  and  de- 
clared that  all  conquests  made  on  the  continent  of  North 
America  should  belong  to  the  United  States,  and  France 
formally  renounced  all  claims  to  any  part  of  the  former 
New  France  or  Eastern  Louisiana.  In  return  for  this  re- 
nunciation she  was  to  have  all  conquests  made  among  the 
islands  of  the  AVest  Indies.^^ 

The  provisions  regarding  tlie  territories  were  in  ac- 
cord with  the  instructions  of  the  American  Congress  and 
did  not,  at  any  point,  antagonize  the  policy  of  Vergennes. 
He  still  insisted  that  all  France  desired  was  the  independ- 
ence of  the  United'  States  and  the  consequent  enfeeblement 
of  Great  Britain.^^  The  American  commissioners  were  like- 
wise satisfied,  and  wrote  to  Congress  tliat  the  terms  were 
such  as  they  might  readily  have  agreed  to,  if  the  United 
States  were  in  a  condition  of  full  prosperity  and  estab- 
lished power.^- 

This  treat}^  of  alliance  meant  wai-.  On  INIarch  10, 
Vergennes  wrote  to  the  French  embassy  at  London  enclos- 
ing a  copy  of  llie  articles.     The  messenger  arrived  at  liis 


-^Rayneval  said  of  the  king  "qu'elle  etoient  exempte  de  toute  vue 
d'ambition  et  d'aggrandisscment  qu'elle  ne  vouloit  qu'oper  irrevocablement 
et  completement  I'independance  des  Ktats  Unis  qu'elle  y  trouveouir 
I'interest  essential  d'affoibler  son  enemi  natural  .  .  .  ."  Narrative 
of  Conference  with  American  Commissioners,  January  9,  1778.  (E.  U., 
Memoirs  et  Documents,  I,  no.  17;  Stevens.  Facsimiles,  XXI,  1831.) 

^^Treaties  and  Conventions,  242. 

^^Vergennes  to  Montniorin.  Marcii  17,   1778.     (Esp.,  588,  150,  fol.  25.) 

3-Wharton,  Dip.  Cor.,  II,  490. 
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destination  on  the  13th  and  on  the  ITth  Great  Britain  de- 
clared war.^^ 

When  Vergennes  signed  the  treaty  of  alliance  with 
the  United  States  he  had  good  reason  to  think  that  Spain 
would  soon  accede  to  it.  The  historic  kinship  and  union 
of  the  two  crowns,  their  longstanding  hatred  of  Great 
Britain,  and  their  common  interest  in  humiliating  her,  all 
induced  Vergennes  to  expect  a  united  front  against  the 
common  foe.  Furthermore,  Spain  had  promised)  to  aid 
France  if  Great  Britain  attacked  her,  and  had  often  ex- 
pressed her  willingness  for  war.  Altho  during  the  few 
months  preceding  the  treaty  between  France  and  the 
United  States  Spain  had  looked  coldly  upon  the  very  sug- 
gestion of  war,  still,  French  statesmen  thought  she  would 
join  in  the  struggle  as  soon  as  it  began.^"*  Spain  is  anxious 
to  recover  some  of  her  former  possessions,  they  argued; 
and,  if  she  will  join  with  France,  she  will  have  an  oppor- 
tunity to  make  many  rich  and  valuable  conquests. 

In  spite  of  the  urgings  of  the  French,  Florida  Blanca 
still  hesitated.  France  expected  to  gain  much,  lie  argued, 
in  commercial  advantages  and  prestige  from  a  war  with 
the  British  Empire,  while  Spain  had  only  to  calculate  the 
probability  of  loss.  She  could  expect  nothing  from  the 
trade  with  the  United  States,  and  could  gain  no  influence 
in  European  diplomacy  if  she  allowecf  France  to  map  out 
her  policy.  France  could  look  to  the  conquest  of  English 
islands  and  the  Newfoundland  fisheries,  he  argued,  and 
could  hold  them  by  her  naval  power;  Spanish  possessions 
were  in  great  danger  from  the  English  navy,  and  it  would 
be  difficult  to  attain  the  objects  of  Spanish  ambition:  the 
recovery  of  Gibraltar  and  Minorca,  and  the  expulsion  of 
the  British  from  the  Gulf  of  Mexico.^^ 

^^Doniol,  Histoire,  II,  822. 

3*Montmorin  wrote  to  Vergennes,  March  30,  1778,  that  he  did  not 
doubt  that,  if  France  had  any  success,  Spain  would  have  her  cupidity- 
aroused  and  make  an  attempt  to  recover  Florida  and  above  all  Gibraltar. 
{Esp.,  588,  no.  175,  new  21.) 

^^Ibid.  Montmorin  to  Vergennes,  March  30,  1778.  {Ibid.,  no.  175, 
new  21.) 
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There  is  no  doubt  but  that  the  enmity  of  Spain  for 
Oreat  Britain  was  genuine  and  deep.  The  whole  Spanish 
policy  had  been  hostile  to  the  British  court.  Spain  had 
protested  vigorously  against  tlie  great  armaments  which 
England  was  sending  to  America  and  was  correspondingly 
increasing  her  own;  but  in  spite  of  this  the  Spanish  mon- 
arcliy  was  bent  on  peace.  There  were  several  reasons  for 
this.  Spain  was  mortally  afraid  of  losing  her  colonies 
before  the  overwlielming  i)Ower  of  the  British  navy.  She 
realized  that  her  finances  were  not  in  condition  for  war, 
and  that  they  would  be  further  crippled  by  cutting  off  the 
supply  of  precious  metals  from  her  American  possessions. 
And  then,  as  Florida  Blanca  declared,  "between  England 
and  America  there  is  a  sort  of  equality  of  enmity  that 
makes  it  difficult  to  desire  that  either  side  win."^^  He  did 
make  it  clear,  liowever,  that  tlie  proper  concessions 
might  make  Spain  enter  the  war.  The  sine  qua  non  of  any 
arrangement,  however,  must  include  the  Floridas.  The 
Spanisli  were  particularly  desirous  of  this  territory,  be- 
cause it  controlled  the  entrance  to  the  Gulf  of  Mexico 
which  they  wished  to  make  a  Spanish  lake.  It  was  a  source 
of  <i^*eat  annoyance  to  them  that  their  ships  could  not  get 
from  New  Orleans  to  the  ocean  without  almost  touching 
the  coasts  of  an  English  province.^'^  The  Spanish  desire 
to  control  the  Gulf  of  Mexico  made  inevitable  an  attempt 
to  get  possession  of  the  Mississippi  Valley, 

News  of  the  conclusion  of  a  treaty  of  alliance  between 
the  United  States  and  France  aroused  in  the  mind  of  Flor- 
ida Blanca   tlie  greatest  apprehension.      Spain  had  long 


"^Montmorin  to  Vergennes,  February  2,  1778.  (Esf>.,  no.  80,  new  11.) 
5^"M.  Ic  Cte  de  Floride  Blanche  me  disoit  dernierement  qu'il  aimeroit 
mieux  qu'on  cut  cede  la  moitie  de  I'Amcrique  que  la  Floride  en  efFet  il 
ne  peut  rien  sortir  du  golfe  du  Mexique,  sans  presque  raser  les  cotes  de 
cette  province  Quant  a  un  etablissement  a  Terre  Neuve,  je  crois  qu'il 
souffririot  bien  des  difficultcs :  vous  pouvez  etre  sur,  M  que  ces  deux 
points  formeront  la  baze  des  demandes  de  I'Espagne,  si  elle  entre  en 
negociation  avec  les  Americains."  Montmorin  to  Rayneval,  February 
2,  1778.     (Ibid.,  588,  no.  II.) 
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been  the  friend  of  France  and  lie  realized  that  it  would  be 
■exceedingly  difficult  to  maintain  neutrality.  "You  believe 
that  the  actual  circumstances  are  most  happy  for  the  two 
-crowns,-'  he  cried  to  Montmorin;  "I  regard  them  as  most 
fatal  for  Spain."  Charles  III  listened  patiently  and  cour- 
teously to  Montmorin's  explanations;  but  he  declared  that 
the  situation  was  most  critical  and  demanded  the  greatest 
caution."*  Charles  and  his  minister  both  believed,  how- 
ever, that  Great  Britain  would  soon  attack  the  possessions 
of  Spain  and  thus  make  war  inevitable. 

Yergennes  maintained  throughout  a  moderate  attitude 
in  his  expectations  for  both  France  and  Spain.  He  repeat- 
edly declared  that  tlie  sole  desire  of  his  country  was  to 
humiliate  Great  Britain  and  to  raise  her  own  prestige.  He 
cared  to  add  nothing  to  the  colonial  dominions  of  his  coun- 
try, but  he  was  willing  to  bid  high  for  the  support  of  Spain. 
He  had  already  suggested  Florida  as  a  suitable  compensa- 
tion for  Spanish  assistance,  but  he  was  soon  convinced  that 
he  must  offer  more,  and  expressed  his  willingness  to  in- 
clude Jamaica.^^    This  was  the  beginning  of  a  long  series 


^^"Le  lendemain  .  .  .  .  j'ai  ete  aii  Pardo  communiquer  a  M.  le 
■comte  de  F.  Blanche.  Quoique  j'eusse  amene  par  differents  preliminaires 
•dont  j'eusse  a  lui  faire  de  la  chose  principale,  je  vous  rendrait  difficilement 
les  different  impressions  que  lui  fit  la  lecture  de  votre  depeche.  Tous 
les  sentiments  dont  il  etait  affecte  se  peignaient  sur  son  visage  et  dans 
ses  gestes.  Je  le  voyais  qui  faisait  inutilement  des  efforts  sur  lui  meme 
pour  se  contraindre,  tremblait  de  tout  son  corps,  et  il  avoit  toutes  les 
•peines  du  monde  a  s'exprimer  ....  vous  croyez  que  les  circom- 
stances  actuelles  sont  le  plus  heureuse  pour  les  deux  couronnes,  et  moi, 
je  les  regarde  comme  les  plus  fatales  pour  I'Espagne,  ce  join  me 
paroitroit  le  plus  beau  de  ma  vie  si  Sa  Majeste  Catholique  me  permettoit 
•de  me  retirer  et  d'aller  finir  mes  jours  tranquilement."  Florida  Blanca 
went  on  to  blame  Aranda  for  his  part  in  the  trouble  but  declared  that 
the  king  vi-ould  never  consent  to  go  to  war.  The  king  was  much  affected 
and  declared  "croyez-moi  ....  les  circomstances  sont  bien  critiques, 
et  il  faut  bien  de  la  prudence.  II  n'en  est  pas  de  I'Espagne  comme 
de  la  France."  Montmorin  to  Vergennes,  January  28,  1778.  (Ibid.,  588, 
-no.  58,  new  9.) 

39Vergennes  to  Montmorin,  March  27,  1778.  (Esp.,  588,  no.  173, 
>new  26.) 
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of  ever-increasing  bids  on  the  part  of  France  to  be  answered 
only  by  the  ever-increasing  demands  from  Spain. 

In  addition  to  making  promises,  Vergennes  sought  to 
show  to  the  Spanish  ministry  tlie  advantages  of  war.  He 
urged  that  neutrality  was  dangerous,  for  England  already 
had  designs  on  Spanish  America.  With  Great  Britain 
mistress  of  all  North  America,  she  would  always  prove 
a  dangerous  neighbor,  while  there  was  nothing  to  fear 
from  the  United  States,  which  would  "remain  quiet  with 
the  inertia  that  is  characteristic  of  all  constitutional 
democracies."^^  All  these  arguments,  however,  were  un- 
availing. Spain  maintained  her  policy  of  peace,  and  Ver- 
gennes turned  his  attention  more  towards  the  support  of 
his  new  allies;  but  he  did  not  give  up  hope  of  ultimately 
securing  the  cooperation  of  Spain.  The  instructions  which 
he  gave  to  Gerard,  the  first  French  minister  to  the  United 
States,  looked  to  the  interests  and  ambitions  of  the  Span- 
ish court.  Altlio  Gerard  was  not  to  speak  for  Florida 
Blanca,  he  was  to  use  his  influence  with  the  Americans  to 
get  them  to  concede  the  Floridas,  or  at  least  Pen- 
sacola  and  those  parts  of  the  coast  which  would  be  of  most 
"convenance"  to  Spain."*  ^ 

The  instructions  which  Vergennes  issued  to  Gerardi- 
were  not  designed  merely  to  serve  Spanish  ambition,  but 
were  in  accord  with  the  fundamentals  of  French  policy. 
In  recognizing  the  United  States  of  America,  Vergennes 
believed  that  he  was  erecting  a  powerful  barrier  against 
the  dominance  of  the  British  Empire,  while  weakening  it 
by  lopping  off  an  important  member.  He  early  recognized 
the  impossibility  of  obtaining  territories  in  America  on 
account  of  tlie  jealousy  of  the  new  republic,  and  he  felt 
that  France  liad  no  use  for  colonies  wliich  would  drain 
the  mother  country  of  her  population  and  wealth.  AlthO' 
he  did  not  seek  any  conquests  in  America,  at  the  same 
time  he  did  not  wish  to  turn  over  all  tlie  Britisli  possessions. 


*°Vergennes  to  Montmorin,  April  3,  1778.     (Esl>.,  589,  no.  4,  new  27.) 
*iMarch  29,  1778.     (E.  U.,  Ill,  no.  77,  fol.  159.) 


193]  THE   FRENCH   ALLIANCE  83 

there  to  the  United  States.  He  had  recognized  the  new  re- 
public as  a  step  in  the  downfall  of  Great  Britain ;  and,  in 
order  to  insure  the  permanency  of  his  work,  he  felt  that 
his  ally  must  be  kept  in  a  state  of  permanent  dependence.^^ 

In  the  light  of  this  belief  Vergennes  issued  his  instruc- 
tions to  Gerard.  In  regard  to  the  propositions  of  the 
American  commissioners  that  France  should  aid  in  the 
conquestof  Canada,  Nova  Scotia,  and' the  Floridas,  he  de- 
clared that  the  king  considered  "the  possession  of  these 
three  countries,  or  at  least  of  Canada,  by  England  would 
be  a  useful  cause  of  disquietude  and  vigilance  to  the  Ameri- 
cans, which  will  make  them  see  all  the  more  the  need 
which  they  have  of  the  friendship  and  alliance  of  the  king, 
and  which  it  is  not  to  his  interest  to  destroy."  He  was 
not,  however,  wedded  to  the  idea  of  limiting  the  boundaries 
of  the  United  States.  Gerard  was  left  mucli  discretion  in 
this  matter,  and  he  was  instructed  that  by  all  means  he 
was  to  keep  the  good  will  of  Congress.  If  that  body  pro- 
posed any  conquests,  he  was  to  assure  it  of  the  friendlship 
of  the  king,  but  was  not  to  enter  into  any  formal  engage- 
ment to  effect  its  desires.  If  the  republic  became  too  press- 
ing, Gerard  was  not  to  refuse  to  cooperate,  but  he  was  to 
make  it  understood  that  the  retention  of  such  conquest 
need  not  be  a  condition  of  the  next  peace.  In  no  case,  how- 
ever, was  he  bound  by  hard  and  fast  rules,  but  was  to  use 
his  discretion.  That  he  did  so  is  amply  proven  by  the 
history  of  his  career  in  America. 

When  Gerard  arrived  in  Philadelphia,  he  found  that 
the  Spanish  agent,  Don  Juan  de  Miralles,  had  preceded 
him.  The  two  soon  became  confidential  friends.  Altho 
Miralles  did  not  show  his  instructions  to  the  French  repre- 
sentative, he  soon  made  evident  the  expectations  of  his 
court  in  regard  to  the  West.  He  exerted  himself  to  show 
the  advantages  which  France  might  reap  from  the  con- 
quest of  Canada,  and  declared  the  right  of  Spain  to  all  the 
other  territory  which  the  English  had  acquired  by  the 

*2See  p.  99,  note  34. 
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treaty  of  1763,  and  also  to  the  exclusive  navigation  of  the 
Mississippi  River.^^  The  suggestion  that  France  should 
conquer  Canada  made  no  impression  on  Gerard;  but  he 
attempted  to  combat  the  ambitions  of  Miralles  regarding 
the  navigation  of  the  Mississippi.  He  argued  that  the 
Americans  already  had  claims  to  the  back  countries,  and 
that  in  offering  Pensacola  to  Spain  they  were  intending 
to  make  good)  their  claims  to  the  West.  He  urged  that 
Spain  should  not  advance  her  demands  at  this  time  for  by 
so  doing  she  would  merely  bring  on  a  dispute  that  might 
cause  much  trouble.^ ^  Miralles  consented  to  postpone  the 
issue  and  the  matter  of  the  territories  was  allowed  to  rest. 
To  Congress  the  treaty  of  alliance  and  the  promise  of 
French  aid  brought  renewed  hopes  of  the  conquest  of  Can- 
ada. Washington  had  always  been  eager  to  get  the  British 
possessions  along  the  St.  Lawrence ;  and  the  failure  of  the 
early  expeditions  had  not  discouraged  him.  Gerard  had 
promised  the  Americans  both  military  and  naval  aid,  and 
this  was  counted  on  to  help  in  the  expedition.  Ad'miral 
D'Estaing  arrived  in  America  with  a  powerful  fleet  in 
July,  1778,  and  at  once  communicated  with  Gerard.  He 
was  planning  to  get  St.  John's  or  preferably  Newfoundland 


*""I1  [Miralles]  a  parle  tres  affirmativemcnt  de  la  bonne  volonte  de 
I'Espagnc  et  du  secours  immediat  de  la  franco  II  s'est  efforce  d'etablir 
qu'il  falloit  que  la  france  conquit  le  Canada  et  I'Espagne  tout  ce  que  les 
Anglois  ont  acquis  par  le  traite  de  1763  en  floride  et  sur  le  Mississippi. 
.  .  .  .  il  se  livroit*  a  toutes  les  speculations  que  la  possession  des  florides 
et  la  navigation  exclusive  du  Mississippi  peuvent  suggerer.  J'ai  ete  fache 
de  le  voir  meler  dans  ses  raisonnements  la  persuasion  que  les  americains 

seroient   bientot    les    ennemis    de    I'Espagne J'ai    combattu    cette 

persuasion  par  des  motifs,  Monseigneur  que  vous  avez  plusieurs  fois 
discutes  et  j'ai  observe  qu'il  paroitroit  sage  d'eviter  au  moins  de  les 
necessiter  a  Ic  dcvcnir  immediatement.  Je  I'ai  persuade  de  representer 
a  sa  cour  que  jamais  le  congres  ne  consenteroit  de  plein  gre  a  renouncer 
a  la  navigation  du  mississipi  necessaire  pour  servir  de  debouche  aux 
etablissements  imnicnses  que  les  americains  se  proposent  de  faire  sur 
rOhio  et  autrcs  rivieres  affluentes."  Gerard  to  Vergennes,  July  25,  1778. 
{E.  U.,  IV,  no.  41,  p.  142.) 

**Ibid. 
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on  account  of  its  fisheries.  He  declared,  however,  that  he 
saw  no  chance  of  satisfying  Spain,  which  was  "possessed 
of  a  territorial  mania  and  always  felt  herself  ill  used  unless 
the  compass  of  her  territory  was  as  large  as  the  map."  He 
suggested  that  the  easiest  solution  would  be  to  turn  over 
St.  John's  and  Newfoundland  to  the  Americans  and  seek 
compensation  for  Spain  and  France  elsewliere.^^  Gerard 
thought  the  proposition  was  worth  serious  consideration^ 
and  submitted  it  to  Vergennes.^*^ 

Long  before  the  project  of  invading  Canada  was  for- 
mally considered  Gerard'  was  aware  that  it  was  likeh'  to 
come  up.  On  July  16  he  wrote  Yergennes  of  the  whole 
affair,  and  described  American  apprehension  of  the  dan- 
gers to  the  United  States,  if  Great  Britain  were  allowed  to 
keep  both  Canada  and  the  Floridas.  He  did  not  believe, 
however,  that  the  Americans  would  demand  the  assistance 
of  French  troops  in  any  conquest  that  they  might  at- 
tempt.*^ 

In  the  fall  of  1778  Washington  began  to  prepare  for 
his  long  cherished  conquest  of  Canada.  He  expected  to 
begin  the  invasion  as  soon  as  the  British  could  be  driven 
from  their  posts  in  the  north.  He  considered  the  expedi- 
tion of  prime  importance,  but  he  was  not  very  sanguine  of 
success."^^  Lafayette  also  conceived  a  plan  of  liis  own  for 
the  invasion  of  Canada.  He  hoped  to  get  enough  assist- 
ance from  France  to  make  possible  an  attack  by  way  of 
Detroit,  another  by  Niagara,  and  still  another  up  the  Con- 
necticut River,  while  the  French  fleet  should  sail  up  the 
St.  Lawrence.'*^  To  his  friend  D'Estaing  he  wrote,  "I  can 
think  of  nothing  but  the  happiness  of  being  with  you,  of 
Halifax  surrendering,  of  St.  Augustine  taken,  of  tlie  Brit- 
ish Islands  on  fire,  and  all  confessing  that  nothing  can 


*5Ct.  d'Estaing  to  Gerard.     (E.  U.,  IV,  no.  22,  fol.  95.) 

*®Gerard  to  Vergennes,  July   15.     (Ibid.,  no.  20,  fol.  90.) 

*^Gerard  to  Vergennes,  July  16,  1778.     (Ibid.,  no.  23,  fol.  97.) 

*sWashington,    Writings   (Ford  ed.),  VII,  192-198. 

*^Memoires,  Correspondance  et  Manuscrits  des Lafayette.  I,  208. 
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withstand  the  French. ''°*^  This  was  but  an  outburst  of 
patriotic  enthusiasm  and  was  entirely  opposed  to  the  plans 
of  Vergennes;  but  it  was  successful  in  arousing  the  inter- 
est of  D'Estaing.  Congress,  too,  was  so  carried  away  by 
the  young  Frenchman's  enthusiasm  that  it  gave  favorable 
consideration  to  his  plan,  and  ordered  it  transmitted  to 
Franklin  for  submission  to  the  minister  of  foreign  af- 
fairs,^ ^  The  Americans  regarded  the  conquest  of  Halifax 
and  Quebec  as  objects  of  the  greatest  importance,  and  in 
order  to  get  the  aid  of  France  in  this  undertaking,  they 
were  willing  to  concede  her  a  share  in  the  fisheries  and  fur 
trade  of  that  country.  They  reasoned  that  such  an  ar- 
rangement would  give  their  frontiers  greater  safety  and 
add  two  new  states  to  the  union.^-  To  American  inquiries, 
Gerard  replied  vaguely  that  the  king  had  the  greatest  good 
will  for  the  success  of  the  Americans,  but  did  not  pledge 
the  cooperation  of  his  country.  To  Vergennes  he  expressed 
the  belief  that  the  expedition  would  not  be  undertaken,  for 
lie  knew  that  Washington  could  not  spare  the  troops, 

Tlie  attack  on  Canada  was  soon  abandoned,  tho  for 
other  reasons  than  those  given  by  Gerard.  Admiral 
D'Estaing  issued  a  proclamation  to  the  Canadians  urging 
them  to  rise  against  the  common  enemy  and  to  unite  with 
their   neighbors  to   the  south.^^      The   proclamation   suc- 

^"^Towers,  Lafayette,  II,  14. 

^'^ Journals  of  the  Continental  Congress  (Ford  ed.),  XII.  1042. 

•"■-G.  Morris  carried  on  the  negotiations  with  Gerard.  He  offered  to 
give  the  French  Newfoundland,  if  they  would  aid  in  the  conquest  of 
Halifax  and  Quebec.  He  pointed  out  that  without  the  possession  of 
Newfoundland  France  could  never  hope  to  get  possession  of  the  fisheries ; 
and  he  promised  that,  if  France  would  aid  them,  the  Americans  would 
attack  at  the  same  time  all  the  points  from  the  river  of  the  Illinois  to 
Quebec.  Gerard  hesitated  from  his  knowledge  that  Washington  must 
depend  for  his  troops  on  the  British  evacuation  of  New  York.  Morris 
was  distrustful  of  Spanish  influence  and  observed  that  as  long  as  Great 
Britain  kept  Canada  she  must  be  friends  to  the  United  States.  In  this 
he  opposed  the  French  argument  that  the  British  occupation  of  Canada 
was  necessary  to  insure  the  friendship  of  the  United  States  for  France. 
Gerard  to  Vergennes,  October  20,  1778.     (£.  U.,  V,  no.  2Z,  fol.  68.) 

^^Archives  de  la  Marine,  B4. 


197]  THE   FRENCH   ALLIANCE  87 

ceeded  in  creating  a  feeling  of  uneasiness  among  the  Cana- 
dians, but  it  gave  a  bad  impression  of  French  motives  to 
Washington  and  Congress.^ ^  Washington  at  once  wrote 
to  Congress  disapproving  the  whole  scheme,  as  the  army 
was  not  in  condition  to  undertake  it.^°  There  were,  how- 
ever, other  than  military  reasons  why  he  wished  to  aban- 
don this  plan.  In  a  personal  letter  to  Laurens  he  gave  as 
an  insurmountable  objection  the  "introduction  of  a  large 
body  of  French  troops  into  Canada,  and  putting  them  into 
possession  of  the  capital  of  that  province,  attached  to 
them  by  all  the  ties  of  blood,  habits,  manners,  religion,  and 
former  connection  of  government.  I  fear  this  would  be  too 
great  a  temptation,"  he  wrote,  "to  be  resisted  by  any  power 
actuated  by  the  common  maxims  of  national  policy."  He 
feared  that  France  in  possession  of  Canada  would  become 
the  most  powerful  maritime  state  of  Europe,  and  joined 
by  Spain  in  possession  of  New  Orleans  would  make  her- 
self dictator  of  all  America.  If  France  should  get  pos- 
session of  Canada  no  pledges  could  induce  her  to  leave 
it;  and  she  would  drive  the  English  from  the  seas  and 
make  the  English  speaking  world  her  subjects.^*^ 

The  opposition  of  Washington  gave  the  death  blow  to 
the  project  of  conquering  Canada.  Congress  at  once 
voted  the  expedition  impractical  and  informed  Lafayette 
of  that  fact.^"^ 

Vergennes  regarded  this  proposed  expedition  as  de- 
void of  military  significance.  It  may  be  of  value  as  a  mili- 
tary demonstration,  he  admitted,  but  France  can  not  lend 
her  weight  to  the  annexation  of  Canada  bv  the  United 


^*Kingsford,  Canada,  VI,  330. 

'^Washington,    Writings   (Ford   ed,),  VII,  240. 

^^Ibid.,  261. 

^''Journals  of  the  Continental  Congress  (Ford  ed.),  XII,  1190-91. 
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States.^^  He  wished  to  maintain  the  policy  toward  Can- 
ada which  he  had  outlinedl  in  his  first  instructions  to 
Gerard.  He  still  preferred  that  England  should  keep  it; 
but  if  the  United  States  insisted  on  some  acquisition  he 
would  give  them  Nova  Scotia.  In  no  case  would  he  consent 
to  make  such  conquests  an  excuse  for  continuing  the  war. 
"We  think  that  peace  ought  not  to  depend  on  secondary 
matters,"  he  wrote,  "and  that  the  only  point  important  to 
the  United  States  is  the  recognition  of  their  independence. 
We  do  not  hesitate  to  stipulate  in  favor  of  Great  Britain 
for  the  preservation  of  her  actual  possessions  in  North 
America."  As  to  the  proposal  of  INIiralles  that  France 
should  seize  Canada,  Vergennes  replied  decidedly  in  the 
negative.  Sucli  a  course,  he  argued,  would  arouse  distrust 
of  France  and  bring  about  a  rapprochement  between  Great 
Britain  and  America  which  would  make  futile  the  whole 
war.^^ 

Vergennes  was  not  to  show  himself  determined  against 
the  American  occupation  of  Canada.  He  knew,  however,  the 
jealousy  which  Spain  felt  toward  the  United  States,  and 
he  did  not  wish  to  take  any  stand  tliat  would  arouse  her 
displeasure.  In  February,  1779,  he  wrote  to  Gerard  de- 
chiring  tliat  tlie  question  of  Canada  could  not  be  deter- 
mined until  the  close  of  the  war;  but  in  the  meantime  he 
was  to  "urge  the  Americans  to  make  every  effort  in  their 
power  against  the  common  enemy.  It  does  not  matter  in 
Avhat  point,"  he  continued,  "but  let  them  do  all  the  harm 
they  can.     If  they  succeed  in  taking  Quebec  and  Halifax, 


''^"Je  ne  sais  si  les  americains  forment  seriusement  le  projet  d'attaquer 

le  Canada  mais  dans  ce  cas  je  doute  qu'ils  y  reussissent Cependant 

Ics  Americains  auront  raisin  de  faire  dcs  demonstrations  propres  a  faire 

prendre    le   change   a   la   Cour   de   Londres ropinion   de   I'Espagne 

est  qu'i!  conviendra  de  conserva  le  Canada  et  I'acadie  a  la  grande  Bretagne. 

Mais  je  le  repete,  c'est  aux  circonstances  a  consolider  ou  a 

modifier  notre  plan  et  nos  vues."  Vergennes  to  Gerard,  November  i8. 
{E.  U.,  V,  no.  ;.  fol.  78.) 

o^Vergennes  to  Gerard,  October  26.     (£.  U.,  V,  no.  43,  fol.  105.) 
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well  and  good;  and  if  this  becomes  a  condition  of  peace, 
we  can  find  other  measures  to  reassure  the  court  of 
Madrid."^*^ 

On  the  question  of  Canada,  Washington  and  Ver- 
gennes  held  almost  identical  views.  Both  saw  the  diffi- 
culties of  allowing  France  to  get  possession  of  the  coun- 
try, and  both  saw  the  injustice  of  asking  the  French  to  aid 
in  a  conquest  for  which  they  were  to  receive  no  compensa- 
tion. Both  realized  tlie  power  which  the  possession  of 
Canada  would  give  to  France,  and  both  kncAv  tJiat  with 
the  French  established  on  their  northern  borders  the 
United  States  would  inevitably  return  to  the  protection  of 
Great  Britain. 

Of  more  vital  importance  to  the  United  States  was  the 
question  of  the  West.  With  it,  in  the  minds  of  Spanish 
statesmen,  were  connected  the  Floridas,  but  these  latter 
did  not  offer  so  difficult  a  problem.  The  United  States 
had  offered  them  to  Spain  in  return  for  her  assistance,  but 
without  success.  Vergennes  had  dangled  the  possession 
of  them  before  the  hungry  eyes  of  Spanish  ministers,  but 
his  efforts  were  unavailing.  It  was  tacitly  understood, 
however,  that  Spain  might  have  them  any  time  she  was 
willing  to  go  to  war  with  Great  Britain.  The  Americans 
planned  in  the  early  part  of  1778  to  conquer  the  Floridas 
in  the  interest  of  Spain,*^^  and'  there  seemed  to  be  no  differ- 
ence between  the  two  countries  regarding  their  disposition. 

The  West,  however,  was  to  prove  a  fertile  ground  for 
dispute.  Florida  Blanca  had  expressed  his  fear  and  hatred 
of  the  Americans,  and  had  given  this  as  the  reason  for  not 

^°"Nous    devons    respecter   I'opinion    de    I'Espagne,    et    elle    n'est   pas 

favorable  aux  desirs  du  Congres "     Vergennes  urged  Gerard  "vous 

borner  a  exhorter  les  Americains  a  faire  tous  les  efforts  qui  sont  en  leur 
pouvoir  pour  faire  a  I'ennemi  commun  n'emporte  dans  qntl  point,  tout  le 
mal  qu'il  sera  possible.  S'ils  reussissent  a  s'emparer  de  Quebec  et  Halifax 
il  faudra  bien  de  leur  laisser,  si  la  paix  devoit  dependre  de  cette  condition : 
on  pourra  au  pis  aller  prendre  d'autres  mesures  pour  rassurer  la  cour  de 
Madrid."  Vergennes  to  Gerard,  February  19.  (E.  U.,  VII,  no.  loi,  fol. 
250.) 

^^Gerard  to  Vergennes,  July  16.     (Ibid.,  IV,  no.  23,  fol.  97.) 
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joining  in  the  war  which  would  bring  them  independence. 
He  was  not  content  with  mere  inactivity.  He  felt  that  if 
Spain  was  to  maintain  her  position  in  the  New  World  she 
must  do  something  to  check  the  growing  power  of  the 
young  nation  which  was  seeking  to  establish  itself  there. 
For  this  purpose  he  liad  suggested  that  tlie  British  be 
guaranteed  the  possession  of  Canada.  To  this  end  he  had 
►sought  the  title  to  the  Floridas,  but  even  this  did  not  satisfy 
him.  Spain  should  control  the  Gulf  of  Mexico  and  the 
Mississippi  River.  This  meant  tlmt  the  Americans  must 
be  barred  from  the  whole  area  of  the  West. 

On  the  question  of  the  West,  Vergennes  did  not  at 
•once  commit  himself.  He  recognized  his  obligations  to  his 
new  allies  and  was  anxious  to  get  the  assistance  of  Spain. 
He  did  not  wish  to  offend  the  United  States  by  an  apparent 
favoritism  to  Spanish  diplomacy,  and  he  wished  to  get  the 
confidence  of  Florida  Blanca.  Any  arrangement  wliich 
would  be  agreeable  to  the  two  powers,  he  was  willing  to 
accept. 


CHAPTER    V 

PLORIDA  BLANCA  AND  THE  CONVENTION  WITH 

FRANCE. 

France  alone  was  unequal  to  the  struggle  with  Great 
Britain.  For  -generations  the  two  powers  had  been  at  war ; 
and  in  every  contest  the  final  victory  had  lain  with  the 
island  kingdom.  It  was  difficult  to  believe  that  now,  with 
the  puny  aid  of  a  few  revolting  provinces,  the  Bourbon 
throne  could  blot  out  the  defeats  and  humiliations  of  the 
past  and  triumph  over  its  ancient  rival.  When  Vergennes 
signed  the  treaty  that  called  into  life  a  new  nation,  the 
memory  of  1763  directed  his  mind  and  the  spirit  of  revenge 
guided  his  hand.^  His  rashness  was  self-evident.  France 
was  exhausted  by  a  century  of  misrule  at  home  and  defeat 
abroad.  Her  finances  were  in  wretched  condition.  Reform 
was  urgent.  Turgot  declared  that  peace  alone  could  work 
a  cure.^  Her  nav;\',  ruined  in  the  Seven  Years  War,  had 
never  recovered  its  prestige  and  could  not  hope  to  fight  the 
Britons  on  equal  terms,  and'  this  was  to  be  a  naval  war, 
a  struggle  on  many  seas. 

Alliance  with  Spain  was  the  hope  of  France.  Their 
united  fleets  might  well  match  that  of  Great  Britain,  and 
their  combined  resources  were  comparable  to  those  of  the 
enemy.  Altho  Spain  had  not  approved  the  treaty  of  alli- 
ance, Vergennes  felt  he  could  count  on  her  aid.  The 
friendship  of  the  Bourbon  powers  was  of  long  duration, 
and  sealed  by  treaties  and  family  compacts.  Together  they 
had  borne  the  humiliations  and  losses  of  many  wars,  andl 
now  Louis  asked  the  cooperation  of  his  Spanish  cousin  in 

^"11  paroit  en  effet  que  la  providence  a  marque  cette  epoque  pour 
rhumiliation  d'une  Puissance  orgueilleuse,  injuste,  et  avide,  qui  ne  connoit 
jamais  d'autre  Loi  que  celle  de  son  interit."  Vergennes  au  Roi,  marked 
"approve,"  Jan.  7,  1778,   (Esp.,  588,  new  22.)    Doniol,  Histoire,  II,  765, 

^Doniol,  Histoire,  I,  285. 
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what  promised  to  be  a  Bourbon  triumph.  Spain  wished 
to  recover  her  ancient  colonies;  and  it  was  a  source  of 
great  humiliation  to  her  that  British  guns  guarded  the 
gates  of  the  Gulf  of  Mexico  and  the  Mediterranean.  A  few 
months  before,  Florida  Blanca  had  declared  his  readiness 
for  the  struggle,  and  had  promised  to  back  France  when 
it  should  begin.^  Altho  the  tone  of  Spain's  communications 
had  since  grown  cold,  Vergennes  felt  that  there  were  suf- 
ficient reasons  to  overcome  her  hesitancy  and  push  her 
into  war. 

Spain,  however,  had  other  ends  in  view.  War  or  peace, 
each  promised  great  rewards.  War,  and  France  assured 
her  magnificent  conquests ;  peace,  and  she  might  exact  from 
Great  Britain  even  gi'eater  concessions.  Friendship  for 
France  and  hatred  for  Great  Britain  both  urged  her  to  war. 
But  casting  aside  the  motives  of  hatred  and  friendship 
there  stood  the  solid  advantages  and  rosy  expectations 
of  peace.  In  war  Spain  was  open  to  attack  from  all  sides. 
Her  extended  colonies  were  an  easy  prey  to  the  powerful 
navy  of  England,  which  in  the  preceding  struggle  had 
made  rich  prizes  of  Havana  and  far-off  Manila.  The  loss 
of  her  colonial  possessions  was  a  fear  ever  present  to  Spain, 
and  she  was  determined  to  take  no  action  that  would  en- 
danger them.  As  Florida  Blanca  declared',  "Spain  has 
a  vast  empire  unprotected  by  sea,  which  will  be  in  great 
danger  from  British  aggression."^ 

To  Spanish  statesmen  there  appeared  still  another 
danger  in  figliting  for  the  cause  of  rebellious  colonies. 
Even  recently  the  colonies  of  Spain  had  been  in  rebellion. 
Only  a  few  years  before,  Louisiana,  just  across  the  river 
from  the  Americans,  had  been  ablaze  with  revolutionary 
ideas,  and  had  broken  forth  in  open  revolt.  The  rebellion 
had  been  sternly  repressed ;  but  what  effect  would  the  suc- 
cess of  Englisli  insurgents  have  on  the  restless  inhabitants 


'Ossun  to  Vergennes,  September  6,  1777.     (Esf^.,  587,  no.  33,  new  113.) 
^Montmorin  to  Vergennes,  January  28,   1778.    (Ibid.,  no.  9,  new  58.) 
Florida  Blanca  to  Aranda,  January  13.   {Ibid.,  no.  21.) 
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of  Spanish  America?  King  Charles,  himself,  feared  that 
recognition  of  the  new  republic  would  set  a  dangerous  ex- 
ample to  his  own  possessions.^  Still  another  question  was 
whether  the  American  states  would  be  more  peaceful 
neighbors  as  dependencies  of  the  British  Empire  or  as  an 
independent  nation.  Florida  Blanca  feared  that  if  they 
became  independent  they  would  be  animated  by  a  spirit 
of  aggression  which  would  be  dangerous  for  Spain.  Be- 
tween Great  Britain  and  the  Americans  there  was,  he  de- 
clared, "a  sort  of  equality  of  enmity  which  makes  it  diflS- 
cult  to  prefer  either  of  them."*^  If  the  colonists  should  suc- 
ceed in  their  efforts,  he  expressed  the  hope  that  they  be 
placed  in  dependence  on  the  Bourbon  crown  and  kept  in 
a  state  of  anarchy  such  as  existed  in  Germany."  It  was  in 
vain  that  Vergennes  pointed  out  the  danger  of  an  increase 
of  British  strength  in  the  New  World;  it  was  useless  to 
plead  that  such  was  the  constitution  of  the  new  republic 
that  it  would  more  likely  fall  a  prey  to  internal  quarrels 
than  become  a  danger  to  its  neighbors.^  Vergennes's  argu- 
ments that  there  was  a  placid  "inertia  which  is  character- 
istic of  all  constitutional  democracies"  and  which  would 
inhibit  the  spirit  of  conquest  did  not  convince  the  Spanish 
minister. 

When  Vergennes  found  he  could  not  convince  Florida 
Blanca  of  the  advisability  of  war,  he  changed  his  tactics 
and  began  to  try  to  push  him  by  easy  stages  into  taking 
a  hostile  attitude  towards  England.  He  offered  tlie  Span- 
ish minister  the  use  of  ten  vessels  to  protect  Spanish  com- 
merce, but  the  offer  was  curtly  refused.^  He  offered  to 
entrust  Gerard  with  anv  mission  which  Florida  Blanca 


^Montmorin  to  Vergennes,  March  30,  1779.  (Esp.,  593,  no.  68,  new 
25.) 

^Montmorin  to  Vergennes,  Februar>'  2,  1778.  {Ibid.,  588,  no.  80,  new 
".) 

"Montmorin  to  Vergennes,  March  20,  1778.     {Ibid.,  no.  157,  new  19.) 

^Vergennes  to  Montmorin,  April  3,  1778.     {Ibid.,  no.  4,  new  27.) 

^Ibid.,  588,  no.  157;  Wharton,  Dip.  Cor.,  II,  491. 
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might  wish  him  to  perform  in  the  United'  States.^*'  His 
efforts  seemed  to  offer  some  prospect  of  success,  when  in 
April,  1778,  after  the  Mexican  fleet  had  arrived  with  all  its- 
treasure,  the  Spanish  ministry  became  belligerent  in 
speech."  Altho  Florida  Blanca  expressed  his  defiance  of 
Great  Britain,  he  resisted  all  French  overtures.  To  Mont- 
morin's  insinuations  that  France  was  not  seeking  any  con- 
quests from  the  war,  he  replied  that  Vergennes  was  acting 
not  from  motives  of  prudence  but  of  hate.^^ 

The  vacillating  policy  of  Florida  Blanca  convinced 
Vergennes  that  he  must  buy  the  help  of  Spain.  He  had 
already  offered  her  Jamaica  and  the  right  of  fishing  off 
the  banks  of  Newfoundland,  and  had  suggested  that  the 
Americans  would  be  glad  to  help  conquer  the  Floridas.^^ 
This  offer  did  not  satisfy  Florida  Blanca,  He  no  longer 
seemed'  interested  in  these  conquests,  but  began  plotting^ 
for  the  recovery  of  Gibraltar,  and  placed  that  as  an  essen- 
tial condition  of  Spain's  participation  in  the  war.^^ 

Vergennes  was  not  yet  ready  to  concede  so  much ;  but 
he  instructed  ]\rontmorin  to  find  what  else  miglit  be  a  fa- 
vorite conquest  for  Spain. ^"^  To  this  (luery  Florida  Blanca 
gave  no  satisfactory  answer.  Vergennes  then  informed 
the  Spanisli  minister  that  D'Estaing's  fleet  was  ready  to 
cooperate  with  the  Spanish  forces  in  an  effort  to  seize 
Jamaica,  Pensacola,  the  control  of  the  Gulf  of  ]Mexico,. 
or  the  Newfoundland  fisheries.^" 

In  regard  to  the  Newfoundland'  fisheries,  Florida 
Blanca  answered  curtly  that  by  the  treat}'  of  17G3  Spain 

loVergennes  to  Montmorin,  March  27,  1778.  (Esl^.,  588,  no.  173,  new 
26.) 

iiMontmorin  to  Vergennes,   .April  30,   1778.      (Ibid.,  589,  no.  50,   foL 

143) 

^^Doniol,  Histoirc,  II,  795. 

'^See  pp.  74,  89. 

i*Montmorin  to  Vergennes,  February  13,  1778.  {Esf.,  588.  no.  175, 
new  21.) 

isVergenncs  to  Montmorin,  .April  10,  1778.  {Ibid.,  589,  no.  13,  new 
29.) 

^'^Ibid.,  588,  no.  173,  new  26. 
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had  renounced  her  pretentions  to  that  region ;  and  that  she 
would  not  consider  them  again.  As  to  the  Floridas,  he 
declared  that  the  United  States  had  offered  them  to  the 
Catholic  King  two  years  before.  He  did  not  accept  the 
offer  of  Vergennes  to  permit  Gerard  to  look  after  the  inter- 
ests of  Spain  in  America,  because,  he  declared,  Spain  had 
nothing  to  contest  with  the  United  States,  for  tlie  boundary 
between  the- two  countries  vras  marked  by  the  Mississippi,, 
which  was  definite  enough.  In  short,  Florida  Blanca  ob- 
jected to  everything  France  had  done  and  disdained  every 
offer  France  could  make.^" 

Vergennes  was  bitterly  disappointed  at  Spain's  inac- 
tivity, and  to  disappointment  was  added  alarm  for  fear 
that  Great  Britain  might  succeed  in  affecting  a  reconcilia- 
tion with  the  insurgents.  Reports  had'  come  to  him  that 
the  British  had  offered  the  Americans  full  possession  of 
the  Floridas  in  return  for  a  guarantee  of  their  other  prov- 
inces.^^ He  foresaw  that  such  an  offer  would  be  like  "une 
pomme  de  discorde'*  between  Spain  and  th.e  United  States. 
He  was  willing  for  the  British  to   keep  Canada,   but   he 


i^"ce  ministre  me  repondit  que  I'Espagne  avoit  renounce  par  le  traite 
de  Paris  de  1763  a  ses  pretensions  sur  Terre  neuve  qu'ainsi  il  n'y  falloit 
plus  penser.  Sa  reponse  fut  apeupres  la  meme  lorsque  je  lui  fis  part  des 
instructions  de  M.  Gerard.  II  me  dit  que  I'Esp  n'avoit  pa  rien  a  demeler 
avec  les  Americains,  sur  ceque  lui  repliquai  que  je  croijois  que  les  pos- 
sessions d'Amerique  Meridonale  pouvoient  avoir  quelques  relations  avec 
ceux  qui  etoient  les  maitres  de  I'Amerique  Septentrionale,  il  me  repondit 
que  les  limites  etoient  fixees  par  le  Mississipi  et  que  c'etoit  une  ligne  de 
frontier  assez  decidee.  Je  parlai  de  la  reocupation  de  la  Floride  qui  ne 
pouvoit  avoir  lien  qu  au  moyen  d'une  convention  prealable  avec  les  Etats- 
Unis  de  I'Amerique.  il  dit  que  cet  objet  avoit  deja  etc  offert  a  I'Espagne 
il  y  avoit  deux  ans.  En  un  mot  M.  le  parti  etoit  pris  dans  cette  premiere 
conversation  de  blamer  tout  ce  qu'avoit  fait  la  France  de  dedoigner  toutes 
les  offres  qui  pouvoient  venir  d'elle."  Montmorin  to  Vergennes,  April 
10,  1778.     (Esp.,  589,  no.  15,  new  23.) 

i^Frances  to  Vergennes,  April  26,  1778.  {E.  U.,  Ill,  no.  103,  fol. 
224.)  Frances  was  a  secret  agent  of  Vergennes  in  Paris.  Vergennes  was 
willing  for  the  English  to  keep  Canada,  for  this  would  forever  bind  the 
United  States  to  France. 
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wislied  to  make  ilieiii  surrender  Halifax.^''  To  avoid  the 
daiiji^ers  of  a  reconciliation,  Vergennes  once  more  urged' 
Florida  Blanca  to  accept  the  American  offer  of  the  Flor- 
idas  and  recognize  tlie  new  government  before  it  was  too 
late  to  reap  the  credit.^*^ 

Florida  Blanca  declared  once  more  in  favor  of  peace. 
He  felt  tliere  were  too  many  difficulties  in  the  way  of  con- 
quering Gibraltar;  while  as  to  the  Floridas,  altho  he  felt 
that  Si)ain  ought  to  have  them  to  keep  the  English  out  of 
the  Gulf  of  IMexico,  yet  he  would  be  content  with  the  pos- 
session of  Mobile  and  Peusacola.  This  much  and  even  all 
the  coast  of  Florida,  he  argued',  should  be  granted  his 
master  without  war.  He  was  planning  to  mediate  between 
the  combatants  and  felt  that,  if  he  gave  all  Canada  and 
perhaps  other  colonies  to  Great  Britain  that  power  would 
surely  reward  him  handsomely.-^ 

The  policy  of  Florida  Blanca  was  supported  by 
Charles  III,  because  that  monarch  sincerely  desired  peace. 
He  felt  also  the  danger  to  which  his  old  time  ally  was  ex- 
posing herself  in  the  war  with  the  British  Empire,  and 
strove  his  best  to  lead  her  back  to  peace.  The  efforts  of 
Spain  to  effect  a  conciliation  were  encouraged  by  the 
British  crown,  which  wished  to  keep  that  country  neutral 
as  long  as  j)ossible;  and  it  is  by  no  means  improbable  that 
the  first  advances  for  mediation  came  at  the  suggestion 
of  the  court  of  London.^^  The  French  had  no  confid'ence 
in  the  new  Spanish  diplomacy,  but,  in  order  to  keep  the 
good  will  of  the  court  of  Madrid,  they  felt  it  necessary  to 
encourage  the  negotiations.  Thus  with  both  belligerents 
indicating  their  willingness  for  mediation,  Florida  Blanca 
made  his  first  suggestions  for  a  settlement  on  the  basis  of 
independence  for  the  United  Slates  and  some  minor  con- 

'^Vergcnnes  to  Arontmorin,  May  i,  1778.     (Est>.,  589,  no.  54.  new  32.) 

-"Consiilcralioii  on  the  projects  of  Spain  in  case  of  war  in  America. 
In  hand  of  Vcrgcnnes,  June  20,  1778.     (Ibid.,  589,  no.  127,  new  42.) 

^''Montmorin  to  Vcrgcnnes,  June  22,  1778.  (Ibid.,  589,  no.  135,  new 
34.  fol.  335-) 

-^Doniol,  Histoirc,  III,  473. 
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cessions  for  France.^-^  So  certain  was  Charles  III  that 
these  conditions  would  receive  the  assent  of  Great  Britain 
that  he  asked  the  French  to  keep  their  fleet  at  home  until 
a  truce  could  be  declared  ;-*  but  it  was  not  long  until  fresh 
English  aggressions  on  Spanish  commerce  convinced  King 
Charles  that  his  efforts  were  futile.-^ 

Yergennes  had  foreseen  the  failure  of  Spanish  media- 
tion and  was  prepared  to  make  the  most  of  it.  At  the  first 
sign  of  British  trifling,  Montmorin  came  forward'  with  a 
demand  for  action,  guaranteed  by  the  terms  of  the  Facte 
de  FarniUe,  and  intimated  that  an  unfavorable  response 
would  mean  the  dissolution  of  the  alliance.^*^  Charles  III 
w^as  deeply  wounded  by  the  failure  of  his  efforts,  and  se- 
verely disappointed  at  not  receiving  the  Floridas,  which 
lie  regarded  as  his  due;  and,  while  in  this  state  of  mind, 
he  began  to  listen  favorably  to  the  pleadings  of  the  French 
ambassador.  Montmorin  felt  exultant  at  his  success  and 
wrote  Vergennes  that  if  France  would  guarantee  Gibraltar 
and  the  Floridas,  the  alliance  was  secure.^^ 

The  British  were  alarmed  at  the  new  drift  of  Spanish 
policy  and  at  once  revived  the  idea  of  mediation.^^  This 
time  Charles  was  wary  and  insisted  that  he  would  not  again 
offer  his  good  offices  unless  the  court  of  London  formally 
requested  him  to  do  so.  This  the  British  government  agreed 
to  do,2^  and  Charles  decided  to  try  again.  Montmorin  had 
previously  declared  that  the  British  were  merely  trying  to 
amuse  Spain,  and  now  he  wrote  that  they  had  succeeded. 
Vergennes,  on  his  part,  agreed  at  once  to  the  proposition 
■of  mediation;  for  he  wished  to  maintain  a  character  for 


-•'Montmorin  to  Vergennes,  July  i,  177S.     {Esp.,  590,  no.  2,  new  36.) 

-^Doniol,  Histoire,  III,  472. 

~^Ibid.,  509. 

-^Vergennes  to  Montmorin,  August  7,  1778  {Esp.,  590,  no.  72,  new 
52)  ;  August  15  {ibid.,  no.  87,  new  53.) 

^''Ihid.,  no.  89,  new  49. 

-^Montmorin  to  Vergennes,  August  31,  1778.  {Ibid.,  590,  no.  49,  new 
121.) 

-''Doniol,  Histoire,  III,  513. 
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disinterestedness.^^  The  French  were  soon  convinced, 
however,  that  Cliarles  III  decidedly  favored  tlieir  views 
as  to  the  terms  of  settlement,  and  that  he  would  oppose 
leaving  the  British  in  possession  of  any  important  strong- 
hold near  the  American  possessions  of  the  two  crowns.^ ^ 
With  this  assurance  Vergennes  was  satisfied,  and  Spain 
entered  upon  lier  office  of  mediation. 

At  the  recjuest  of  Charles  III  Vergennes  drew  up  a 
statement  of  the  terms  which  he  would  insist  upon  as  the- 
necessary  conditions  of  peace.  The  first  requirement  was 
the  recognition  of  independence  for  the  United  States, 
with  which  must  be  included  New  York,  Long  Island,  and 
Kliode  Island,  and  sucli  other  parts  of  the  original  colonies 
as  were  in  the  hands  of  the  Britisli.  France  asked  no  col- 
onies in  North  America,  but  declared  her  willingness  to 
allow  Great  Britain  to  keep  Canada,  while  the  Floridas 
sljould  go  to  Spain.-'- 

All  these  suggestions  were  agreeable  to  Florida 
Blanca.  He  particularly  desired  that  the  English  should 
keep  Canada.  He  argued  that  they  were  so  enfeebled  by 
the  war  tliat  they  would  no  longer  be  dangerous  to  the 
two  crowns,  wliile  their  possession  of  that  country  would 
prove  a  constant  source  of  friction  between  them  and  the 
United  States  and  keep  the  latter  loyal  to  France  and 
Spain.^^ 

In  regard  to  tlie  new  republic,  Vergennes  did  not  hesi- 
tate to  express  himself  clearly.  ''AH  my  correspondence- 
for  several  months,"  he  wrote,   "has  proven  to  Florida 

^''Vergennes  to  Montmorin.  (Esp.,  590,  no.  51,  new  48.) 
•■'^Montniorin  to  Vergennes,  September  29.  (Ibid.,  590,  no.  188,  fol. 
458.)  Charles  indicated  tliat  he  would  approve  the  chief  French  demands ; 
the  independence  of  the  United  States  and  the  expulsion  of  the  English 
from  Dunkirk.  Montmorin  did  not  doubt  that  Spain  would  seek  to  get 
the  British  out  of  the  way  of  their  commerce  but  he  thought  she  would 
leave  them  Canada. 

^^Vergennes  to  Montmorin,  October  8,  1778.     (Ibid,  591,  no.  62.) 
■''^Montmorin  to  Vergennes,  October  19,   1778  (ibid.,  591,  no.  33,  new 
61)  ;  October  15   (ibid.,  no.  22,  new  60). 
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Blanca  that  we  do  not  differ  from  him  in  principles. 
....  We  ask  only  independence  for  the  thirteen  states 
of  America,  without  including  any  of  the  English  posses- 
sions which  liave  not  taken  part  in  the  rebellion.  We  do 
not  desire  that  a  new  republic  shall  arise  which  shall  be- 
come the  exclusive  mistress  of  this  immense  continent." 
Such  a  case,  he  feared,  would  make  the  new  republic  a 
hard  taskmaster  for  the  other  nations  of  the  world.  He 
agreed,  too,  that  it  was  best  to  leave  Canada  in  possession 
of  the  English  to  make  the  Americans  perceive  the  neces- 
sity of  having  "des  garants,  des  allees,  et  des  protecteurs." 
The  Floridas,  or  at  least  West  Florida,  Yergennes  thouglit 
should  go  to  Spain,  as  they  vrere  in  no  sense  connected  with 
the  other  provinces."^ 

On  this  much,  Spain  and  France  agreed;  but  here 
the  likeness  ends.  Witli  France,  independence  for  the 
United  States  was  the  prime  condition  of  the  war;  with 
Spain,  an  extension  of  lier  empire  was  the  chief  aim.  Yer- 
gennes regarded  the  United  States  as  a  friend  and  ally  to 


3*"Nous  ne  demandons  I'independance  que  pour  les  treize  Etats  de 
I'Amerique  que  seront  unis  entre  eux,  sans  y  comprendre  aucune  des- 
autres  possessions  angloises  qui  n'ont  point  participe  a  leur  insurrection. 
Nous  ne  desirons  pas  a  beaucoup  pres  que  la  nouvelle  Republique  que 
s'eleve  demeure  maitresse  exclusive  de  tout  cet  immense  continent.  Bientot 
suffisant  seule  a  ses  besoins,  les  autres  nations  seroient  dans  le  cas  de 
compter  avec  elle,  parceque  pouvant  se  passer  de  toutes,  elle  leur  feroit 

tres     certainment     une     loi     tres      dure Neamoins,      il      n'en 

est  pas  mcins  interessant  que  les  Anglois  demeurent  maitres  du 
Canada  et  de  la  Nouvelle  Ecosse,  ils  feront  la  jalousie  de  ce  peuple,  qui. 
pourroit  bien  se  retourner  ailleurs  et  de  lui  faire  sentir  la  necessite  d'avoir 
des  garants  des  allees,  et  des  protecteurs.  Quant  au  partage  que  M.  le 
comte  de  floride  blanche  desiroit  qui  fut  fait  des  Florides  dont  I'occidentale 
devroit  revenir  a  I'Espagne,  vous  vous  rappelerez  M.  quels  ont  ete  notre 
vue  et  notre  interet,  et  que  ne  pouvoit  pas  stipuler  pour  cette  Couronne 
nous  avons  pose  dans  I'acte  separe  du  traite  d'alliance  une  preuve  d'attente 
sur  laquelle  elle  pourroit  edifier  un  jour."  Vergennes  thought  that  the 
dominant  spirit  of  the  Americans  was  that  of  trade,  and  this,  he  thought, 
would  be  less  dangerous  to  their  neighbors.  Vergennes  to  Montmorin, 
October  30,  1778.  (Esp.,  591,  no.  43,  nev.-  67;  Circourt,  III,  310;  Doniol,. 
Histoire,  III,  561.) 
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be  treated  generously ;  Florida  Blanca  regarded  them  as  a 
rival  and  enemy,  to  be  restricted  in  boundaries  and  subject 
to  the  restraints  of  Spanish  ambition.  He  preferred  to 
leave  the  British  in  possession  of  New  York  or  other  strong- 
holds from  which  they  might  annoy  the  American  repub- 
lics^ 

While  Vergennes  was  willing  that  Canada  should 
remain  in  British  hands  he  would  by  no  means  consent  to 
the  Spanish  demand  that  such  a  settlement  should  be  guar- 
anteed-S**  He  favored  rather  the  pushing  northward  of  the 
American  boundaries.  On  the  question  of  allowing  the 
British  to  keep  some  posts  within  the  limits  of  the  thirteen 
colonies  he  took  a  decided  stand.  "We  can  not  think/'  he 
wrote,  "of  letting  any  of  the  states,  either  New  York  or 
Ehode  Island,  remain  in  dependence  on  Great  Britain  Avith- 
out  contradicting  our  first  principles ;"  and  he  firmly  main- 
tained that  if  this  was  not  agreed  to  he  would  not  make 
peace.s''' 

^^Florida  Blanca  declared  that  the  question  of  these  posts  demanded 
much  reflection.  It  would  be  difficult,  he  reasoned,  to  get  the  Americans 
to  consent  to  such  terms  and  "il  fut  persuade  que  les  Anglois  n'en  tireroient 
jamais  aucune  utilite,  ces  places  devenant  entre  leurs  mains  a  piu  pres  ce 
que  sont  les  presides  d'Afrique  dans  celles  des  Espagnoles."  Montmorin 
to  Vergennes,  October  19,  1778.    (Esp.,  591,  no.  33,  new  61.) 

^"Florida  B"Ianca  insisted  that  such  an  arrangement  should  be  made. 
Montmorin  objected  that  with  the  English  in  possession  of  Halifax  they 
could  prey  upon  the  commerce  of  the  United  States  and  threaten  the 
possessions  of  the  two  crowns.  He  also  feared  that  the  United  States 
would  not  consent  to  such  an  arrangement.  The  Spanish  minister  replied 
that  after  the  war  the  English  would  be  too  feeble  to  be  dangerous,  and 
they  would  be  still  less  so  if  they  could  arouse  between  them  and  the 
Americans  some  permanent  sources  of  division.  For  this  reason  Canada 
and  Acadia  must  be  left  to  the  British.  As  to  the  United  States,  he 
declared  they  had  need  of  peace  and  must  accept  whatever  was  given 
them.  Montmorin  declared  that  he  feared  greatly  the  prosperity  and 
progress  of  tlic  Americans.  Montmorin  to  Vergennes,  October  19,  1778. 
{Ibid.) 

^''"U  faudra  renoncer  a  la  paix,  monsieur,  si  les  Anglois  mettoient 
pour  condition  qu'ils  conserveroient  New-York  ou  telle  autre  place  ou 
territoire  dependant  des  treize  Provinces  unis  de  I'Amerique."  Vergennes 
to  Montmorin,  October  17,  1778  (ibid.,  591,  no.  25,  new  63;  Circourt,  HI, 
307)  ;  November  2,  1778  (Esp.,  no.  68,  fol.  118). 
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In  spite  of  these  differences  Yergennes  did  not  cease 
his  efforts  to  involve  Spain  in  the  war.  He  ridiculed  the 
idea  that  the  United  States  would  ever  become  dangerous 
as  neighbors  of  Spain,  and  declared  that  the  Spanish  mon- 
archy had  much  more  to  fear  from  the  aggressions  of  Great 
Britain.2^  His  efforts,  however,  were  unavailing,  and  he 
decided  to  guarantee  Canada  and  Xova  Scotia  to  Great 
Britain  and  the  Floridas  to  Spain.^^ 

Other  causes  were  forcing  Spain  to  the  position 
of  France.  Great  Britain  had  treated  with  contempt  the 
offers  of  Charles  III  to  mediate,  even  after  she  had  made 
the  first  suggestion.  Florida  Blanca  was  convinced  that 
the  English  were  merely  seeking  to  gain  time,  and  that 
their  intentions  were  hostile."**^  New  reports  arrived  of 
British  aggressions  in  America.  In  the  Gulf  of  Honduras 
and  the  Bay  of  Campeche,  they  were  becoming  more  inso- 
lent; and  they  were  suspected  of  trying  to  incite  an  upris- 
ing in  Louisiana.^ ^  There  was  no  prospect  that  Great  Brit- 
ain would  surrender  the  Floridas,  and  the  ever-increasing 
fleets  that  hung  around  Gibraltar  was  an  added  source  of 
irritation. 

The  condition  of  France  was  becoming  desperate. 
D'Esfaing  had  suffered  reverses  in  America  and  the  insur- 
gents were  driven  out  of  Rliode  Island.  The  French  treas- 
ury could  with  difficulty  stand  the  strain  and  it  was  evi- 
dent that  something  must  be  done  at  once.    Yergennes  de- 


^^"C'est  gratuitement  quon  voit  dans  ce  peuple  nouveau  une  race  de 
conquerans."  Yergennes  to  Montmorin,  October  19,  1778.  (Doniol,  His- 
toire.  III,  559.) 

39Vergennes  sent  sketch  of  proposed  treaty  to  Spain,  October  17, 
1778.     (Esp.,  591,  no.  25,  new  63.) 

*°"M.  de  Florideblanche  ....  pense  comme  vous  que  les  Anglois 
ne  cherchent  qu'a  gagner  du  terns  et  qu'il  faut  nous  preparer  ensemble 
a  la  guerre  pour  le  prentems  ....  II  est  sans  aucune  confiance  dans 
la  negociation  pour  la  paix  .  .  .  ."  Montmorin  to  Yergennes,  November 
12,  1778.     (Esp.,  591,  no.  52;  Doniol,  Histoirr,  III,  575.) 

♦^Montmorin  to  Yergennes,  November  4.  (Esp.,  591,  no.  54,  new 
67.) 
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cided  that  he  must  accept  the  Spanish  conditions,  for  as- 
sistance was  indispensable.^^ 

Altho  Florida  Blanca  still  feared  war,  he  thought 
its  dangers  were  no  longer  as  great  as  were  those  of  peace. 
He  declared  his  willingness  still  to  negotiate;  but  he  said 
it  must  be  on  terms  honorable  to  the  two  crowns.^^  He 
spoke  of  war  with  "la  chaleur  et  Tesjiece  d'enthousiasme" 
and  Montmorin  was  convinced  that  there  would  be  no  fur- 
ther difficulty.-*^ 

Altho  Florida  Blanca  was  expecting  war,  he  wished 
to  wring  a  few  more  coticessions  from  his  ally  before  com- 
mitting himself.  Vergennes  had  consented  to  assist  the 
Spaniards  to  recover  Gibraltar,  Minorca,  Jamaica,  and 
Florida,  and  to  help  drive  the  English  from  Honduras  and 
Campeche,^^  but  this  did  not  satisfy  the  minister  of  Charles 
III.  He  could  ask  no  more  gains  in  territory,  so  he  turned 
his  efforts  to  crippling  the  United  States.  News  had  ar- 
rived at  Madrid  in  June,  1778,  that  the  Americans  had 
captured  two  British  forts  on  the  Mississippi  and  were 
threatening  Florida.'*'^  This  information  doubtless  in- 
creased the  cupidity  and  jealousy  of  the  Spanish  court,  for 
its  tone  became  immediately  more  hostile  to  the  Americans. 
Soon  afterwards  rumor  credited  the  Americans  with  com- 
plete success  in  Florida,^'^  and  Vergennes  again  urged 
Florida  Blanca  to  recognize  the  United  States  while  there 
was  yet  an  opportunity  to  reap  some  advantages.     News 


*- Vergennes  to  Montmorin,  November  2.  (Esf.,  591,  no.  68,  fol.  118.) 
^^"Dans  Ic  courant  du  mois  prochain  nous  verron  clair  si  on  veut  nous 
amuser,  on  si  Ton  desire  reelement  la  paix.  dans  le  second  cas,  il  faut 
faire  la  paix,  mais  honorablement  et  utilement  pour  les  deux  Couronnes." 
Montmorin  to  Vergennes,  on  interview  with  Florida  Blanca,  "ses  propres 
paroles,"  October  26,  1778.     {Ibid.,  591,  no.  52;  Circourt,  III,  309.) 

"^^En  un  mot,  Monsieur,  je  suis  convaincu  que  le  mois  prochain  ne  se 
passera  pas  sans  nous  ayons  commence  a  concerter  le  plan  que  nous 
•executerons  au  printems  prochain."     Esp.,  591,  no.  52. 

45Vergennes  to  Montmorin,  December  24,  1778.     (Ibid.,  591,  no.  154.) 
^''Galvez  reported  this  to  the  Spanish  court.    Montmorin  to  Vergennes, 
June  I,  1778.     (Ibid.,  589.  no.  98,  new  30.) 

*^Vergennes  to  Montmorin,  July  6.    (Ibid.,  590,  no.  12,  new  45.) 
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soon  arrived,  however,  that  the  Americans  were  repulsed 
and  had  retreated  to  Louisiana.  This  confirmed  the  poor 
•opinion  which  the  Spaniards  held  of  the  insurgents,  but 
placed  them  also  in  a  difficult  position  with  reference  to 
the  British  court.  Galvez  refused  to  surrender  the  fugi- 
tives^^ and  the  English  became  threatening.  They  built 
a  fort  at  Manchac  on  the  Mississippi,  which  not  only  pro- 
tected the  Floridas  but  threatened  New  Orleans  as  well.^^ 

Vergennes  pointed  out  the  danger  of  tlie  English  move- 
ments, but  Spain  still  held  back,  Florida  Blanca  was  now 
thoroly  alarmed,  however,  and  resolved  to  get  ready 
for  war,^^  In  spite  of  his  hatred  of  the  British,  he  declared 
that  his  master  would  never  enter  into  an  alliance  with 
the  Americans,  nor  even  recognize  them,^^  for  they  were 
likel}'  soon  to  become  an  enemy.^-  Neitlier  Englisli  nor 
Americans,  he  asserted,  should  come  near  Spanish  terri- 
tory, and  he  announced  his  determination  to  drive  them 
both  from  the  Mississippi  Valley.'*^ 

Altho  Vergennes  regarded  the  Spanish  demands 
as  "gigantesque,"  he  agreed  to  all  of  them  except  the  pro- 
posal to  give  to  Spain  the  Mississippi  Valley,  He  said 
nothing  to  Florida  Blanca  of  the  West,  but  to  Gerard  he 


^^Montmorin  to  Vergennes,  July  6.     (Esp.,  no.  14,  new  38.) 

49Vergennes  wrote  of  this  :  "suivant  les  renseignments  qu'on  me  donne 
il  a  le  double  objet  de  couvrir  la  Floride  Occidentale  et  de  chasser  les 
Espagnoles  de  la  droite  de  cette  riviere  en  cas  de  guerre."  July  17.  {Ibid., 
590,  no.  36,  new  47.)  Aranda  pointed  out  the  same  danger  to  his  court, 
July  20.     {Ibid.,  no.  45.) 

^°Montmorin  to  Vergennes,  November  29.     (Ibid.,  591,  no.  ^2,  new  67.) 

''^Florida  Blanca  declared  that  Charles  III  could  never  extend  recog- 
nition to  rebels.  Montmorin  to  Vergennes,  August  17,  1778.  {Ibid.,  590, 
no.  89,  new  49.) 

'^-Same  to  same,  November  12.    {Ibid.,  no.  70.) 

^^Ibid.  "M.  de  Floride-Blanche  veut  reprendre  la  Floride :  il  veut 
chasser  les  Anglois  et  les  Americains  des  deux  rives  du  Mississipi."  Same 
to  same,  November  20.    {Ibid.,  new  72;  Doniol,  Histoire,  III,  585.) 
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expressed  his  astonishment  at  Spanish  greediness.^^  Ver- 
gennes  also  insisted  that  the  prime  object  of  the  war  should 
be  the  independence  of  the  United  States,  and  to  this  the 
Court  of  ^ladrid  refused  to  give  its  assent.  Florida  Blanca 
argued  that  such  a  clause  in  their  agreement  was  out  of 
place  and  useless;  out  of  place  because  Spain  could  make 
her  own  arrangements  with  the  United  States,  and  useless 
because  the  independence  of  that  country  was  the  first  and 
only  cause  of  tlie  war.^^ 

The  discussion  of  a  convention  between  the  two  coun- 
tries dragged  on  during  the  early  months  of  1779.  Florida 
Blanca,  in  rejecting  the  plan  submitted  by  Vergennes, 
promised  to  draw  up  one  himself,  but  had  offered  excuse 
after  excuse  for  delay.  He  complained  that  the  Americans 
were  not  aggressive  enough  in  conducting  the  war.  He 
feared  that  they  would  seek  to  annex  Canada,  and  it  was 
desirable  that  this  province  should  remain  in  English 
hands.  To  all  these  objections  Vergennes  returned  the 
strongest  assurances  of  his  willingness  to  meet  the  desires 
of  Spain  and  declared  tliat  his  minister  to  Congress  would 
labor  to  deter  the  Americans  from  an  invasion  of  Canada 
and  would  urge  tliem  to  a  more  vigorous  policy  against 
Great  Ihitain."^'^  Florida  Blanca  objected  that  France  was 
less  anxious  for  the  advantages  of  Spain  than  for  the  in- 
dependence of  tlie  Ignited  States.  Vergennes  had  declared 
that  this  independence  was  the  prime  object  of  the  war,  but 
in  order  to  satisfy  Spanish  pride  he  offered  to  express  the 
two  clauses  in  the  same  terms,^'"    Spain  still  dallied  with 

•"'^Regarding  the  demand  of  tlie  United  States  for  the  right  to  navigate 
the  Mississippi  and  tlie  objections  of  Spain,  Vergennes  wrote:  "et  je  vous 
assure  qu'il  me  paroitroit  etonnant  qu'on  refusal  a  cette  demande."  October 
26,  1778.     (E.  U.,  V,  no.  43,  fol.  119.) 

'•'■Vergennes  proposed  a  convention,  article  4  of  which  declared  that 
war  should  continue  until  the  independence  of  the  United  States  was 
secured.  (Esp.,  592,  no.  105.)  Florida  Blanca  complained  because  inde- 
pendence was  made  more  definite  than  the  other  objects  of  the  war.  Mont- 
morin  to  Vergennes,  February  28,   1779.     (Ibid.,  no.  140,  new  14.) 

•''^Vergennes  to  Florida  Blanca,  March  18,  1779.  (Ibid.,  593,  no.  33, 
fol.  81.) 

^^Doniol,  Ilisioire,  III,  634. 
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the  terms  of  the  convention  and  the  attitude  of  Vergennes. 
became  daily  more  importunate.  He  wrote  letter  after  let- 
ter to  Montmorin  explaining  the  pressing  needs  of  France 
and  the  necessity  of  immediate  aid  from  Spain. ^^ 

To  the  offer  of  Vergennes  to  express  in  the  same  terms 
the  articles  on  the  advantages  to  be  given  Spain  and  that 
on  the  independence  of  the  United  States,  Spain  interposed 
another  objection.  Florida  Blanca  insisted  that  Spain 
could  never  recognize  the  independence  of  the  American 
republic  until  England  had  done  so,  for  fear  that  such  rec- 
ognition would  set  a  bad  example  to  the  Spanish  colonies 
in  America,  He  declared  he  could  go  no  farther  than  to 
give  secret  aid  to  Congress.^*^ 

To  this  argument  Montmorin  replied  that  the  recogni- 
tion of  independence  would  not  be  so  bad  an  example  as 
the  giving  of  secret  aid.  The  maneuvres  of  Spain  aroused 
in  the  mind  of  Vergennes  the  greatest  indignation^  and  he 
wrote  bitterly  of  a  "minister  who  most  often  puts  caprice 
in  place  of  reason."  He  likewise  denounced  the  objections 
of  Spain  to  recognize  the  independence  of  the  United 
States.  "Nothing  is  gratuitous  on  the  part  of  Spain,"  he 
wrote.  "We  know  that  she  wants  concessions  from  the 
Americans,  as  well  as  from  us."  He  did  not  oppose  this, 
but  he  regarded  it  as  absurd  that  France  should  guarantee 
possessions  to  a  nation  so  powerful  as  Spain,  He  vigor- 
ously declared  that  France  would  not  lower  her  honor  or 
dignity  by  entering  into  a  convention  nullifying  the  treaty 
of  February,  1778,  and  that  if  Spain  joined  France  she 
must  do  so  with  that  understanding.^^ 

Spain  liad  exhausted  her  objections  to  the  alliance 
and  finally  in  April  began  to  formulate  her  demands.  Her 
first  proposition  was  that  the  two  powers  should  agi'ee  not 
to  lay  down  arms  until  the  English  had  surrendered  Gib- 
raltar.    All  other  conquests,  however,  were  to  be  subject 

•^^Doniol,  Histoirc,  III,  634. 

59Montmorin  to  Vergennes,  March  30,  1779.     {Esp.,  593,  no.  68,  new 
25,  fol.  157.) 

^'^Esp.,  593,  no.  41.     Doniol,  Histoirc,  III,  672. 
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to  the  fortunes  of  war.  This  project  did  not  definitely  rec- 
ognize the  independence  of  the  United  States,  but  made  it 
a  subject  of  negotiation  (Art.  4).  Article  five  granted  the 
same  advantages  to  France  as  had  the  convention  previ- 
ously submitted  by  Vergennes.  It  provided  for  the  aboli- 
tion of  the  articles  of  the  peace  of  Utrecht,  restricting 
France  from  fortifying  Dunkirk  and  such  otlier  places  as 
she  wished  to  fortify;  the  expulsion  of  the  English  from 
Newfoundland,  the  possession  of  St.  Domingo,  and  Sene- 
gal, besides  various  commercial  advantages.  Article  seven 
proposed  for  Spain  the  recovery  of  Gibraltar,  the  posses- 
sion of  Mobile  and  tlie  restitution  of  Pensacola  and'  the 
coast  of  Florida  along  the  "Bahama  Canal"  so  that  no 
foreign  power  could  get  any  foothold  there,  the  expulsion 
of  the  Englisli  from  Honduras  and  Campeche,  and  the  res- 
titution of  the  isle  of  Minorca.*'^ 

In  the  discussion  of  this  convention  Montmorin  ex- 
pressed his  surprise  at  Spain's  demand  for  the  restitution 
of  Minorca,  for  before  this  she  had  apparently  attached 
little  importance  to  it.  Florida  Blanca  replied  to  his  ob- 
jections that  this  acquisition  would  be  of  little  importance 
if  the  otliers  were  granted.  To  the  extent  of  the  coast  of 
Florida  desired  by  Spain  ]\Iontmorin  objected.  Before  this 
Florida  Blanca  had  asked  only  for  Mobile  and  Pensacola, 
but  now  he  desired  all  tlio  shore  around  the  S(mth  end  of 
the  i)eninsula  and  some  distance  up  the  east  coast.  The 
Spanish  minister,  however,  insisted  that  all  this  was  essen- 
tial to  assure  the  navigation  of  tlie  Trulf  of  ^Mexico.^^  From 
the  negotiations  preceding  this  convention  Montmorin  de- 
cided that  it  did  not  seriously  sacrifice  the  interests  of 
France  and  accepted  Florida  Blanca's  suggestion  that 
they  sign  at  once. 


''Montmorin  to  Vergennes,  March  30,  1779.  (Esp.,  593,  no.  68,  new 
25,  fol.  157.)  Text  of  this  convention  in  Doniol,  Transcripts,  Noit.  Acq. 
Francs.,  6488,  189;  Doniol,  IJistoire,  III,  803. 

'^Montmorin  to  Vergennes,  April  13,  1779.  (Esp.,  593,  no.  112,  new 
31,  fol.  255.) 
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The  articles  relating  to  America  did  not  contradict 
the  previous  understanding  as  to  the  settlement  of  affairs 
in  the  New  World.  Congress  had  already  offered  Spain 
the  Floridas  and  could'  not  object  to  the  article  in  the  con- 
vention regarding  them.  There  was  nothing  in  the  conven- 
tion to  imply  Spanish  control  over  the  Mississippi  river 
and  valley,  and  no  limitations  on  the  boundaries  of  the 
United  States.  The  provision  that  France  sliould  not  lay 
down  arms  until  the  restitution  of  Gibraltar  was  secured 
has  been  most  criticized*^^  on  the  ground  that  it  bound  the 
United  States  to  continue  a  war  in  the  interests  of  Spain. 
The  treaty  between  the  United  States  and  France  provided 
that  neither  power  should  make  peace  until  independence 
was  secured,  and  no  treaty  was  to  be  signed  without  the 
consent  of  both  nations.  There  is  no  evidence  that  France 
ever  sought  to  use  this  clause  to  further  her  own  or  Spain's 
ambitions,  and  she  never  held  the  United  States  bound  to 
help  regain  Gibraltar.  Nor  did  the  Americans  have  the 
means  to  aid  in  such  a  project,  as  they  could  act  only  on 
the  defensive  and  with  the  expulsion  of  the  English  they 
-could  do   nothing  more. 

France  herself  received  no  adequate  compensation  for 
the  concessions  she  made  to  secure  the  alliance  of  Spain. 
The  right  to  fortify  Dunkirk  was  no  equivalent  for  the 
guarantee  of  Gibraltar,  and  the  other  promises  that  the 
■crowns  made  to  each  other  bore  almost  the  same  degree  of 
relative  importance.  Vergennes,  however,  approved  the 
signing  of  the  convention,  and  looked  eagerly  forward  to 
the  time  when  the  French  na.yj,  reinforced  by  that  of  Spain, 
should  sweep  the  English  from  the  seas.  Florida  Blanca 
began  hostilities  at  once,  and  commenced  with  vigor  the 
first  campaign,  which  he  believed  would  end  the  struggle. 
Across  the  Atlantic  the  new  republic  was  striving  not  only 
for  independence  from  Great  Britain,  but  was  also  labor- 
ing to  protect  its  integrity  from  the  grasping  ambition  of 
Spain. 

'^Bancroft,   United  States,  V,  308;  Van  Tyne,  American  Revolution, 


CHAPTER    VI 

DEVELOPMENT    OF   A    CONGRESSIONAL    POLICY 
TOWARD  THE  WEST. 

News  of  the  signing  of  the  treaty  of  alliance  with 
France  produced  throughout  the  United  States  a  feeling  of 
joy  and  hope.  There  were  some  who  objected  to  receiving 
aid  from  the  ancient  enemy  of  the  English  race,  but  there 
was  almost  universal  expression  of  satisfaction.  The  inter- 
vention of  France,  however,  was  to  prove  the  source  of  a 
new  anxiety  to  patriotic  Americans.  It  meant  that  Con- 
gress must  work  out  a  policy  in  regard  to  the  disposition  of 
the  West.  What  should  be  the  western  boundaries  of  the 
new  nation?  Should  it  have  the  right  freely  to  navigate 
the  Mississippi  River?  These  questions  were  closely  con- 
nected and  presented  themselves  together.  Great  Britain 
and  Spain  as  well  as  the  United  States  had  interests  there. 
Within  Congress  there  were  hostile  factions,  each  with  a 
very  definite  view  of  the  question ;  and  upon  these  factions 
the  adroit  and  ingratiating  Gerard  played  with  varying 
success. 

Gerard  had  definite  instructions  regarding  Canada 
and  the  Floridas;  but  he  had  not  been  given  a  line  as  to 
what  attitude  France  would  take  respecting  the  ownership 
of  Eastern  Louisiana  or  the  navigation  of  the  Mississippi 
River.  He  could  only  act  upon  his  instructions  to  look 
after  the  interests  of  Spain.  If  that  country  would  be  bene- 
fited by  the  complete  control  of  the  IMississippi  Valley, 
Gerard  might  well  argue  that  he  should  work  to  this  end. 
On  the  other  hand,  he  was  to  do  nothing  to  incur  the  ill  will 
of  Congress,  and  so  he  could  not  feel  at  liberty  freely  to 
oppose  the  designs  of  the  Americans  towards  the  West. 

Thus  Gerard  felt  compelled  to  play  a  double  game. 
When  ]\riralles  proposed  the  extension  of  Spanish  power 

io8 
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over  the  West,  he  opposed  it  as  unreasonable,  and  declared 
that  Congress  would  never  consent  to  such  an  arrange- 
ment; but  to  his  own  court  he  suggested  that  if  Spain 
would  seize  the  course  of  the  Mississippi  below  the  mouth 
of  the  Ohio,  the  negotiations  would  be  much  simplified.^ 

The  scheme  of  Miralles  was  based  on  the  idea  of  re- 
stricting the  territory  of  the  United  States  and  thus  mak- 
ing them  dependent  on  the  good  will  of  the  two  crowns. 
He  considered  the  Americans  as  dangerous  as  the  British, 
and  believed  they  would  show  their  hostility  at  the  first 
opportunity .2  Gerard  assured  his  friend  of  the  good  dispo- 
sition of  the  Americans  and  suggested  to  Congress  that,  in 
order  to  reassure  Spain,  it  should  pass  a  resolution  declar- 
ing an  enemy  of  the  Confederation  any  state  which  should 
seek  to  extend  its  borders  beyond  "certain  limits.'*^  Gerard 
informed  Morris,  the  secretary  of  Congress  for  foreign  af- 
fairs, that  Spain  was  afraid  of  the  great  numbers  of  Eng- 
lish who  had  established  themselves  on  the  Mississippi,  and 
also  of  the  Indians  who  had  been  driven  westward  by  the 
Americans.  They  were  a  serious  menace,  he  declared,  to 
the  Spanish  frontier,  and  a  cause  of  constant  jealousy, 
while   the  designs  of  Congress  upon   the    Floridas  had 


i£.  L'.,  V,  35. 

'Miralles  proposed  to  Gerard  that  France  should  seize  Canada  and 
Spain  should  have  the  West  and  the  Floridas.  He  gave  as  his  reasons 
that  the  United  States  would  soon  become  the  enemies  of  Spain.  Gerard 
opposed  his  opinions  on  this  score,  but  declared  that  Congress  never  would 
consent  to  the  Spanish  terms.  He  pointed  out  the  American  expeditions 
to  the  West,  and  advised  Miralles  that  if  he  hoped  to  realize  his  ambitions 
he  must  not  place  the  Americans  in  a  position  to  formulate  their  demands. 
Gerard  to  Vergennes,  July  20,  1778.    (Ibid.,  IV,  no.  41,  fol.  97.) 

"Gerard  stated  that  several  members  of  Congress  approved  this  sug- 
gestion and  that  one  offered  to  make  a  motion  to  that  effect.  He  expressed 
high  opinions  of  the  fairness  and  justice  of  Congress,  and  of  its  desire 
to  satisfy  Spain.  Same  to  same,  September  11.  (Ibid.,  no.  114,  fols.  311- 
316.) 
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aroused  in  the  Spanish  court  great  anxiety  and  alarm.^  He 
suggested  that  Congress  should  give  some  guarantee  to 
Spain  of  its  moderation,  and  should  formally  renounce  in 
her  favor  St.  Augustine,  Mobile  and  Pensacola,  together 
with  the  navigation  of  the  Mississippi. 

Gerard  was  gradually  led  to  this  position  by  the  ur- 
gency of  Miralles  and  the  indifference  of  Morris.  There  was^ 
nothing  in  tlie  instructions  of  Vergennes  to  warrant  such 
a  stand,  but  the  American  secretary  was  willing  to  agree 
to  tlie  full  demands  of  the  Spanish  court.  Morris  admitted 
that  the  anxiety  of  Spain  was  founded  on  reason  as  far  as 
some  sections  of  the  country  were  concerned,  but  asserted 
that  there  were  no  grounds  to  fear  the  Confederation  as  a 
whole.  He  confided  that  he  and  several  of  his  colleagues 
were  impressed  with  the  necessity  of  establishing  a  law  of 
concendo  impcrio  which  would  prevent  any  additions  to 
the  states  already  in  the  union.  If  Spain  had  the  exclusive 
navigation  of  the  Mississippi,  he  argued,  the  immense 
population  whicli  would  form  along  that  river  and  the 
Great  Lakes  could  more  easily  be  held  in  subjection  to  the 
East.  On  the  otlier  hand,  if  tliis  population  should  hold 
control  of  the  INIississippi  and  the  St.  Lawrence,  he  ex- 
pressed tlie  belief  lliat  it  Avould  soon  dominate  both  the 
United  States  and  Spain.  As  for  tlie  Floridas,  ^Morris 
declared  that  Congress  would  cede  them  to  Spain  for  a 
money  com])ensation ;  for  he  urged  that  there  was  also 
great  danger  of  southern  aggression.  In  Canada,  however^ 
he  showed  great  interest,  and  used  every  effort  to  get 
France  to  assist  in  its  conquest.^ 

■•Gerard  carefully  refrained  from  admitting  any  knowledge  of  the 
wishes  of  Spain  and  claimed  to  speak  only  from  general  conditions.  He 
thought  tliat  Spain  had  good  reason  to  fear  the  American  spirit  of  adven- 
ture, and  pointed  out  the  dangers  to  Spain  of  the  American  western  policy. 
Gerard  to  Vergennes,  October  20.     (E.   U..  V.  no.  33,  fols.  68-84.) 

■^Gerard  to  Vergennes.  (Ibid.)  Morris  urged  that  unless  the  English 
were  driven  out  of  Canada  the  French  could  never  hope  to  have  any  share 
in  the  fisheries,  and  he  oflfered  to  help  put  Newfoundland  into  French 
hands.  He  declared  that  with  Canada  in  British  hands  the  United  States 
must  remain  dependent  on  the  British  Empire. 
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Gerard  objected  to  JMorris  that  there  were  many  Amer- 
icans who  insisted  upon  the  right  to  navigate  the  Missis- 
sippi, and  suggested  that  there  might  be  many  difficulties 
in  turning  it  over  to  Spain.  To  this  the  secretary  for  for- 
eign affairs  replied,  that  those  who  held  to  sucli  demands 
were  actuated  by  their  financial  interests,  and  that  if  the 
matter  were  presented  in  its  true  light  to  Congress  he 
could  hope  for  much.  It  is  noteworthy  that  in  all  this 
discussion  Gerard  did  not  once  suggest  that  Spain  should 
be  given  Eastern  Louisiana.  Against  the  wishes  of  the 
Spanish  court  and  without  any  support  from  the  Ameri- 
cans he  was  willing  to  leave  this  territory  to  the  neAV  repub- 
lic. But  witli  the  consent  of  Congress,  Spain  should  have 
the  Floridas  and  the  exclusive  navigation  of  the  Missis- 
sippi River. 

Until  the  fall  of  1778  Vergennes  had  taken  no  position 
regarding  the  West.  He  admitted  that  he  did  not  under- 
stand the  question.  His  attitude  towards  the  United 
States  was  not  illiberal.  When  he  heard  of  the  Spanish 
claims  to  the  exclusive  navigation  of  the  Mississippi  he 
expressed  his  surprise.  He  left  the  decision  as  to  the  atti- 
tude of  France  in  this  dispute  to  Gerard,  who  should  un- 
derstand the  claims  of  both  parties.  If  it  appeared  to  the 
latter  that  Spain  could  justly  maintain  her  pretention,  he 
was  to  win  over  Congi'ess;  but  if  it  appeared  that  the 
Americans  had  the  right  to  navigate  the  river,  he  was  to 
urge  their  claim  on  the  court  of  Madrid.^ 

Vergennes  expressed  no  objections  to  the  American 
possession  of  the  West,  but  protested  against  any  project 


'"je  veux  parler  de  la  navigation  du  Mississipi;  .  .  .  .  je  juge  par 
la  situation  des  lieux  que  les  Americains  insisteront  sur  la  liberte  de  la 
navigation  du  Mississipi  a  cause  des  etablissements  qu'ils  propose  de  former 
sur  rOhio,  et  je  vous  assure  qu'il  me  paroitroit  etonnant  qu'on  refusat  a 
cette  demande.  Cependant  il  peut  y  avoir  pour  la  negative  des  considera- 
tions locales  que  j'ignore  et  peuvent  meriter  quel  qu'attention  .  .  ."  Ver- 
gennes to  Gerard,  October  26.  (E.  U.,  V,  no.  43,  fol.  105;  Doniol,  Histoire, 
III,  569.) 
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of  giving  Spain  auything  except  the  Floridas/  When  he 
received  (Jerard's  account  of  his  negotiations  with  Morris, 
he  gave  his  approval  of  tlie  action  of  the  French  represent- 
ative. He  believed  tliat  the  ITnitod  States  never  should  and 
never  would  undertake  any  conquests ,  and  he  urged 
Gerard  to  persuade  Congress  that  it  was  not  for  the  inter- 
est of  the  republic  to  extend  its  possessions.  Any  aggres- 
sion, he  declared,  would  arouse  jealousies  and  would  for- 
feit the  protection  of  the  powers,  who  alone  could  guaran- 
tee to  the  United  States  their  x)olitical  existence.®  The 
chief  end  of  the  war,  he  contended,  was  American  inde- 
pendence ;  and  when  that  was  attained  the  question  of 
territories  could  easily  be  decided.^ 

Gerard  sought  to  carry  out  the  instructions  of  his  mas- 
ter. He  urged  Congress  to  pacific  measures  toward  Spain, 
and  begged  it  to  renounce  all  idea  of  conquest  except  such 
as  it  could  make  from  the  English,  and  to  be  content  with 
the  territory  it  already  had.^*^  Between  Spain  and  the 
United  States  he  urged  lliat  there  should  be  an  estab- 
lished line  of  se])a ration.  He  declared  that  all  Europe  was 
suspicious  of  the  new  nation,  and  urged  Congress  to  make 
clear  its  pacific  intention.  His  efforts  were  not  in  vain, 
for  several  members  of  Congress  agreed  with    him,  and 


''"Cet  agent   [Mirallcs]  croit  qu'il  scroit  d'unc  bonne  politique  que  nous 
serassions   Ics  colonies  par  le  Nord  tandisque  I'Espagne  les  serreroit  par 

le   Sud.     Vous   savcz  que  nous   somnics   d'unc   opinion   contraire " 

(E.  U.,  V,  no.  43,  fol.   105.) 

'•Vergcnncs  to  Cicrard,  November  18.     (Ibid..  V,  no.  78,  fol.  179.) 
""le  seul  point  qui  importe  aux  Etats-Unis  c'est  de  faire  reconnoitre 
Icur   indcpcndance   par   la   Grande   Brctagne.''    October   26.    {Ibid.,  no.  43, 
fol.  105.) 

^''"qu'il  me  sembloit  en  general  qu'il  convenoit  qu'ils  se  hatassent  de  fixer 
d'une  maniere  positive  et  authentique  aux  ycux  de  tout  I'univers  le 
caracterc  paisible  qui  doit  ctre  inberent  a  une  republique  telle  que  la  leur; 
qu'en  marqucnt  un  dcsir  permanent  de  la  paix  et  une  resolution  arretee  de 
rcnouncer  a  toutc  conqucte  et  de  se  contenter  de  leur  territoire  et  des 
conquetcs  qu'ils  pourroient  faire  sur  les  Anglois."  Gerard  to  Vergennes, 
December  12.    (Ibid.,  V,  no.  46,  fols.  301-316.) 
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«ome  even  declared  that  their  country  was  already  too 
large  to  be  well  governed.  ^^ 

While  the  discussion  of  the  disposition  of  the  West 
was  being  carried  on,  the  Americans  were  trying  to  make 
good  their  rights  by  force  of  arms.  Already  they  had 
established  themselves  in  Kentucky  and  Tennessee,  while 
the  British  were  confined  to  a  few  posts  along  the  Great 
Lakes  and  some  of  the  rivers  of  the  Northwest. ^^  So  strong 
were  the  Americans  that  they  were  able  to  repulse  a  num- 
ber of  raids  led  by  the  British  into  this  country  and  to  bid 
defiance  to  any  attempts  to  conquer  them. 

In  the  Southwest  Galvez,  the  Spanish  governor  of 
New  Orleans,  had  been  from  tlie  first  a  friend  to  America 
and  an  enemy  to  Great  Britain.  He  allowed  Captain 
Willing  of  Philadelphia  to  establish  military  headquarters 
in  New  Orelans,  where  he  could  fit  out  expeditions,  recruit 
men  and  issue  seditious  proclamations  to  the  English  set- 
tlers in  Florida  and  along  the  Mississippi.  Galvez  openly 
furnished  ships  to  carry  supplies  up  the  Mississippi,  and 
aided  all  sorts  of  plans  against  the  British  in  tlie  West.^^ 
He  even  furnished  money  and  supplies  to  Willing  for  an 
expedition  against  Mobile.^^ 

The  expedition  of  Major  Willing  against  the  Floridas 
attracted  much  attention.  Galvez  wrote  in  glowing  terms 
of  the  bravery  and  success  of  the  Americans.  Gerard  re- 
ported the  undertaking  less  favorably  as  led  "by  a  young 
fool,  who  in  a  commercial  expedition  has  drawn  the  Eng- 
lish from  a  great  part  of  the  Mississippi."^''     In  Europe, 

^^"Le  President  et  un  delegue  de  Virginie  convenrent  de  la  justesse 
■de  mes  remarques,  et  que  leur  empire  etoit  deja  trop  grande,  pour  esperer 
qu'il  put  etre  bien  gouverne."  Gerard  to  Vergennes,  December  22.  (E.  U., 
V,  no.  47,  fol.  349.)     Account  of  interview  with  a  committee  of  Congress. 

^-Van  Tyne,  American  Revolution,  280. 

^^For  accounts  of  the  activities  of  Galvez  see  memorials  in  Public 
Record  Office.  (C.  O.,  5,  vol.  117.)  See  also  relation  of  Pollock  to  Con- 
.gress.     (Papers  of  the  Continental  Congress,  no.  50,  fol.  I    et  seq.) 

"Montmorin  to  Vergennes.     (Esp.,  588,  no.  98,  new  30,  fol.  248.) 

^•■^Gerard  to  Vergennes,  July  16.    {E.  U.,  IV,  no.  23,  fols.  97-102.) 
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also,  the  move  aroused  much  speculation,  Vergennes  was 
much  alarmed  for  fear  that  this  invasion  would  cause 
trouble  between  the  United  States  and  Spain.  The  expedi- 
tion, liowever,  accomplished  nothing  and  it  was  left  to 
Galvez  to  conquer  the  Floridas. 

Of  more  Y'ltal  importance  was  the  expedition  of  George 
Rogers  Clark  sent  out  in  1778,  largely  through  the  support 
of  Virginia.  He  captured  a  number  of  posts  in  the  North- 
west and  gave  the  United  States  a  real  basis  on  which  to 
maintain  their  rights  to  this  country.  Gerard  wrote  that 
the  "success  of  Colonel  Querk  in  the  country  of  the  Illinois- 
presents  the  Americans  with  a  new  apas."'^^  Great  interest 
was  aroused  in  America  and  Europe  alike  by  this  attempt 
to  get  possession  of  the  West.  In  Europe  it  was  reported 
that  a  great  body  of  Americans  had  driven  the  English  out 
of  Illinois.^^  The  British  still  held  Detroit  and  the  Great 
Lakes;  but  tlie  region  south  of  it  was  clear  and  the  best 
title  to  it  rested  with  the  United  States. 

With  the  success  of  Clark  in  the  West,  there  devel- 
oped a  new  interest  in  Congress  for  its  preservation  to  the 
republic.  At  an  interview  between  Gerard  and  a  commit- 
tee of  Congress  in  December,  1778,  the  whole  situation  was 
again  gone  over.  Gerard  declared  that  he  succeeded  in 
convincing  Jay  and  a  delegate  from  Virginia  of  the  wis- 
d(mi  of  renouncing  all  conquests,  whereupon  the  member 
from  New  York  became  angry. ^^   This  was  the  beginning 


^^Gerard  wrote  to  Vergennes  that  Virginia  and  South  Carolina  cared 
nothing  for  the  conquest  of  the  Floridas.  "Ces  etats,"  he  continued, 
"aiment  mieux  diriger  I'emploi  de  Icur  forces  contre  ce  qu'on  appelle 
Backountries.  Les  succes  du  Major  Querk  dans  le  Pays  des  Illinois  leur 
presentent  un  nouvel  apas.  On  croit  que  les  Anglois  sont  totalement 
chasses  des  rives  de  I'Ohio  et  du  Mississipi."  December  19,  (E.  U.,  V^ 
no.  47,   fols.  349-358.) 

^''Arc.  Nat.  C,  13;  Colonics,  Correspoudancc  General,  nos.  14-16. 

1  ^Gerard  to  Vergennes,  December  22.  (£.  U.,  no.  47,  fcl.  349.)  It  is 
not  improbable  that  R.  H.  Lee  was  the  Virginia  member  of  this  committee., 
for  he  held  views  at  that  time  very  similar  to  those  described  by  Gerard. 
See  his  letter  to  Patrick  Henry,  November  15,  1778.  (Letters  of  R.  H.  Lee^ 
I,  452.) 
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of  a  long  series  of  bitter  disputes  between  Gerard  and 
some  members  of  Congress  which  was  to  lead  to  the  failure 
of  all  his  schemes  regarding  the  West. 

Gerard  soon  came  to  the  realization  that  there  were 
many  influential  men  interested  in  the  Mississippi  Valley^ 
and  he  saw  that  the  question  must  be  handled  carefully. 
The  western  interests,  he  ^Tote,  were  centered  in  three 
regions,  the  Illinois  and  two  great  projects  for  the  settle- 
ment of  the  Ohio,  and  all  these,  he  thought,  would  unite 
at  the  first  suggestion  of  giving  up  any  part  of  the  West.^^ 
Against  this  party  Gerard  held  control  of  the  committee 
of  foreign  affairs,  which  was  instructed  to  do  nothing  with- 
out his  advice.^*^ 

The  party  opposed  to  Gerard  increased  greatly  in 
strength,  but  the  French  minister  still  thought  he  had  a 
majority  of  Congress  with  him.  The  "anti-Gallicans"  de- 
clared that  the  right  to  navigate  the  Mississippi  was  indis- 
pensable to  the  development  of  the  West,  and  maintained 
that  there  were  involved  the  interests  not  only  of  the  peo- 
ple of  the  Illinois,  but  those  in  the  Southwest  as  well. 
These  people  formed  a  part  of  the  American  nation,  they 
argued,  and  must  not  be  abandoned.^ ^  Thus  was  the  issue 
squarely  drawn.  Gerard  had  urged  ^Nliralles  not  to  give 
the  Americans  an  opportunity  to  formulate  their  demands; 
but  in  spite  of  his  cunning  they  had  now  declared  their 
right  to  the  whole  West.  With  this  party  the  French  min- 
ister at  once  came  into  conflict. 

^^"les  proprietaires  des  Terres  des  Illinois  et  de  deux  etablissements 
immenses  projettes  et  commences  sur  I'Ohio  n'epargneroient  rien  pour  y 
susciter  des  obstacles,  et  ils  auroient  bien  des  moyens  pour  former  un 
parti  puissant."    December  22.    {E.  U.,  V,  no.  47,  fol.  349.) 

-"Gerard  to  Vergennes,  January  28,  1779.  (Ibid.,  VII,  no.  52,  fols. 
129-135.) 

2i"d'autres  croyent  que  la  conservation  de  la  navigation  du  Mississipi 

est  absolument  indispensable.     Ces se  fondent  sur  les  interets 

de  la  population  qui  s'est  etablie  sur  I'Ohio  vers  la  riviere  des  illinois  dans 
le  Pays  des  Natchez  dans  la  floride  occidentale,  ils  disent  quils  ne  peuvent 
abandonner  leurs  compatriots  qui  se  sont  formes  en  corps  de  nation  et 
qui  demandent  a  etre  admis  a  la  confederation  americaine."  Gerard  to 
Vergennes,  January  28,  I77Q.     (Ibid.) 
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Gerard  had  never  before  suggested  to  the  Americans 
that  they  should  give  up  their  claims  to  the  Mississippi 
Valley.  To  Morris  he  had  talked  only  of  the  navigation 
of  the  Mississippi  River.  He  wished  to  look  after  the  in- 
terests of  Spain,  and  when  he  found  the  Americans  so 
yielding  he  naturally  concluded  that  they  would  surrender 
their  whole  title  to  the  West.  To  Congress  he  now  de- 
clared that  this  territory  no  more  belonged  to  the  United 
States  than  to  Spain  if  that  country  should  wish  to  con- 
quer it.  The  rightful  boundaries  of  the  United  States,  he 
argued,  were  those  they  had  possessed  as  colonies,  and  the 
proclamation  of  17G3  and  the  Quebec  Act  had  forever  de- 
prived them  of  the  West.  The  pretentions  of  Congress,  he 
insisted,  were  contrary  to  the  spirit  of  the  alliance  with 
France,  whose  king  would  not  prolong  the  war  a  single  day 
in  order  to  maintain  them.  Such  a  course,  he  urged,  would 
also  incur  the  enmity  of  Spain,  so  that  when  the  time  for 
peace  came  they  would  find  themselves  crushed  between 
British  hatred  and  Spanish  jealousy.  The  honor  and  in- 
terests of  the  United  States,  he  added,  were  opposed  to 
conquest.  "Already  your  territory  is  unwieldy,"  he  insin- 
uated, "and  how  much  more  so  will  it  become  by  this  enor- 
mous addition  of  dominion. ''^^ 

Gerard  was  not  prepared,  however,  to  fight  for  the 
claims  of  Spain.  Altho  his  conduct  thus  far  had  re- 
ceived the  approval  of  Vergennes,  the  foreign  minister 


--"  ....  j'ai  ajoute  que  les  Etats-Unis  n'avoient  aucune  sorte  de  droit 
sur  les  possessions  du  Roi  d'Angleterre  qui  n'aparticnt  egalement 
au  Roi  d'Espagne,  quand  il  seroit  en  guerre  avec  I'angre.  Que 
leur  droit  se  bornoit  au  Territoire  qu'ils  possedoient  comme 
Colonies  Angloises."  He  continued  that  the  United  States  had  claimed 
to  be  thirteen  states  "et  fondee  [a  nation]  sur  les  moyens  les  plus 
legitimes,  ct  (|uc  ricn  ne  seroit  plus  dangereux  pour  leur  honneur  leur 
consideration  la  Constance  de  leurs  principes  et  la  confiance  dans  leur 
bonne  foi.  qu'ils  se  sont  envisages  euxmcmes  comme  une  republique 
commergante  qui  ne  pourroit  pas  meme  conserver  une  armee  permanente ; 
qu'ils  eprouent  deja  combien  I'etendue  de  leur  territoire  rendoit  une 
administration  utile  et  active  difficile  a  etablir."  Gerard  to  Vergennes, 
January  28.     (E.  U.,  VII,  no.  52.) 


227]  CONGRESSIONAL  POLICY  TOWARD  THE  WEST  117 

had  shown  no  desire  to  support  the  extreme  demands  of 
Spain  for  possession  of  the  ^Yest.  Vergennes  had  never 
opposed  the  claims  of  the  Americans  to  this  territory, 
but  had  condemned  the  Spanish  pretensions  as  "mon- 
strous.''^^ He  had  expressed  his  acceptance  of  all  the 
Spanish  demands,  however,  except  their  claim  to  control 
the  Mississippi  Vallev.  He  had  also  instructed  Gerard  not 
to  oppose  the  American  demands.  Under  these  circum- 
stances the  minister  to  the  United  States  could  not  go 
to  extremities,  and  began  to  conciliate.  He  urged  that  it 
would  not  be  well  to  make  of  Canada  a  fourteenth  state, 
but  suggested  that  much  might  be  expected  of  the  gener- 
osity of  the  King  of  Spain  if  he  were  conceded  Florida. 

The  propositions  of  Gerard  drew  more  closely  party 
lines  in  Congress.  His  friends  were  at  first  better  organ- 
ized and  he  felt  that  his  policy  would  triumph.  He  was 
definitely  promised  the  Floridas  for  Spain  and  thought 
he  would  soon  win  the  West.^^  He  believed  that  he  had 
seized  the  critical  moment,  when  the  party  of  expansion 
was  weakest,  to  deprive  the  United  States  of  lands  which 
they  regarded  "as  the  patrimony  for  their  overflowing 
population."  He  was  sure  that  the  Americans  must  yield 
because  of  their  desire  for  peace  and  their  despair  of 
making  further  conquests.^^ 


23Vergennes  stood  for  the  idea  of  giving  the  Floridas  to  Spain  and 
allowing  Great  Britain  to  keep  Canada.  See  p.  98.  Altho  he  might  in- 
clude in  Canada  much  of  the  old  Northwest  still  the  implication  would 
be  that  he  conceded  the  West  to  Congress.  He  had  spoken  without  com- 
plaint of  the  American  occupation  of  the  Ohio  and  Illinois  regions,  but 
had  opposed  the  claims  of  Spain. 

'^Gerard  reported  that  he  had  good  information  that  the  committee 
of  foreign  affairs  would  cede  the  Floridas  to  Spain  if  the  Americans  con- 
quered thenj  and  would  renounce  all  pretensions  that  could  give  offense 
to  that  crown.  Gerard  to  Vergennes,  January  29.  (E.  U.,  VII,  no.  533,  fol. 
136.) 

25"Peutetre  I'esperance  de  la  paix  et  le  desespoir  de  faire  aucune 
conquete  rendra  !es  Americains  moins  difficiles  sur  cet  objet."  Gerard  to 
Vergennes,  February  15.     {Ibid.,  no.  89,  fols.  215-219.) 
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Altho  Gerai'd  doubtless  had  a  strong  following,  the 
anti-Galliean  party  was  rapidly  organizing.  It  not  only 
insisted  upon  possession  of  the  West  and  the  freedom  of 
the  Mississippi,  but  began  to  agitate  for  an  extension  of 
the  northern  frontier.-*^  They  showed  also  considerable 
hostility  to  Spain  and  Gerard  had  a  new  cause  of  worry. 
He  tried  to  get  them  to  suspend  discussion  of  the  northern 
boundary,  and  demanded  renewed  assurances  that  Spain 
should  have  the  Floridas. 

Altho  checked  for  a  time,  Gerard  did  not  give  up  his 
policy.  To  the  members  of  CongTess  he  maintained  that 
the  court  of  ]\ladrid  should  be  conciliated  and  its  friend- 
ship sought.  He  disclaimed  any  intention  to  push  the  in- 
terests of  Spain,  and  declared  that  he  sought  only  her 
alliance.  That  nation  was  content  with  her  possessions, 
he  affirmed,  but  she  might  take  a  more  friendly  attitude 
towards  the  American  cause  if  Congress  would  offer  the 
possession  of  Pensacola  and  the  exclusive  navigation  of 
the  Mississip])i.  On  tlie  nortli  he  argued  that  the  IJrltish 
held  Canada  so  firmly  that  they  could  be  dislodged  only 
after  a  "most  fortunate  war."  For  this  reason  he  urged 
that  Congress  should  be  willing  to  make  peace  without 
seeking  any  additions  of  territory.  France,  he  said, 
desired  nothing  but  the  independence  of  the  United  States, 
and  asked  only  that  her  ally  should  work  to  this  end.^" 

The  words  of  Gerard  produced  different  effects  on  the 
different  members  of  Congress.  ^Most  of  tliem  were  willing 
to  surrender  all  chiinis  to  Pensacola  but  the  proposition 
to  give  Spniu  the  exclusive  navigation  of  the  Mississippi 
aroused  much  angi'y  discussion.  Gerard  skilfully  built 
u])  his  ]);n'ly  once  more  to  the  ac('e]>tance  of  liis  views. 
He  worked  shrewdly  on  the  Jealousies  of  the  eastern  dele- 
gates to  secure  their  aid  and  even  nuide  an  impression  on 


^''La  difficulte  la  plus  rcclie  ct  la  plus  fachouse  que  les  Americains 
pourroiont  clever  seroit  celle  qui  regarderoit  les  liniites  tie  leur  territoire 
vis-a-vis  dc  I'Angre."     (E.  U.,  VII,  no.  89,  fols.  215-219.) 

'^Gerard  to  Vergennes,  February  17  (ibid.,  VII,  no.  98,  fol.  2:^2)  ; 
February  18  (ibid.,  no.  100,  fol.  244). 


229]  CONGRESSIONAL  POLICY  TOWARD  THE  WEST  119 

those  from  the  south.  Some  of  the  Virginia  and  Xorth 
Carolina  members  admitted  their  fear  that  the  West  was 
being  rapidly  settled  by  a  lawless  class  which  would  prove 
dangerous  to  the  older  governments.  These  people  would 
become  equally  hostile  to  the  Spanish  power,  they  agreed, 
and  some  way  must  be  devised  to  restrain  them.  To  ac- 
complish this  they  were  willing  to  hand  over  to  the  court 
of  Madrid  complete  control  of  the  navigation  of  the  Mis- 
sissippi and  of  the  Gulf  of  Mexico.  Some  of  the  Gerard 
party,  however,  contended  for  a  depot  or  place  of  deposit 
at  the  mouth  of  the  river,-^  altlio  they  sought  first  of  all 
the  alliance  of  Spain. 

On  the  question  of  pushing  the  northern  boundary 
further  into  Canada  Gerard  took  a  decided  stand.  Wash- 
ington had  declared  the  conquest  of  Canada  imprac- 
ticable; and  the  French  minister  felt  he  could  urge  the 
same.  Accordingly  he  asked  Congress  once  more  to  re- 
nounce all  pretensions  to  this  territory.  It  has  not 
been  in  rebellion,  he  argued,  and  has  no  claim  to  help. 
This  is  not  a  war  of  conquest,  but  only  to  attain  inde- 
pendence for  the  United  States;  and  when  this  is  accom- 
plished, we  are  ready  to  make  peace.^^ 

Gerard  soon  felt  that  his  policy  was  again  in  the  open 
and  he  prepared  to  make  tlie  most  of  his  opportunities.  He 
was  .sure  of  the  Floridas  and  felt  convinced  that  he  could 
get  the  control  of  the  Mississippi  for  Spain,  provided  the 
western  settlements  were  conceded  a  port  on  the  Gulf. 
Spain,  however,  was  expected  to  reward  this  concession 
with  a  large  sum  of  money.^*^ 

The  projects  of  Gerard  furnished  the  issue  for  a  great 
battle  in  Congress.  On  one  side  were  the  New  Englanders 
who  insisted  on  the  acquisition  of  Nova  Scotia  and  the 


28Gerard  to  Vergennes.    (E.  U.,  VII,  no.  98,  fol.  233 ;  no.  100,  fol.  244.) 
30Gerard  to  Vergennes,  March  i.  {Ibid.,  VII,  no.  123,  fol.  244.) 
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fisheries  necessary  for  their  prosperity  and  safety.^^  On 
the  other  side  was  the  southern  and  western  party  which 
gave  preeminence  to  the  question  of  the  navigation  of  the 
Mississijjpi  and  American  influence  in  the  West.  Gerard 
was  the  center  of  all  controversy  and  his  house  became 
the  committee  room  of  Congress,  Here  came  his  partisans 
to  discuss  the  situation  and  to  fortify  themselves  with 
arguments.  Here  came  the  opponents  of  his  policy  to 
argue  with  him  and  to  present  the  claims  of  their  country. 
Among  the  former  Gerard  lists  Gouveneur  Morris  and 
John  Jay.  His  most  determined  foes  were  the  Adams 
family  and  the  Lees.  These  two  families  had  formed 
a  sort  of  alliance  termed  the  "Junto",  and  they  were 
untiring  in  their  opposition  to  the  measures  of  France. 
Gerard  declared  that  the  purpose  of  the  opposition  was  to 
maintain  the  war  until  the  British  could  send  a  new  com- 
mission which  they  thought  would  offer  liberal  terms  of 
peace.^^ 

A  specinl  commission  of  five  appointed  by  Congress 
to  consider  tlie  foreign  affairs  of  tlie  country  reported  on 
February  23.  It  urged  tliat  Canada  should  be  restricted 
to  the  boundaries  contended  for  by  Great  Britain  in 
the  Seven  Years  War,  which  meant  that  the  United  States 
should  control  the  Great  Lakes  on  the  north  and  extend 
westward  to  the  jNIississippi.  The  southern  boundary  it 
placed  as  tlie  nortliern  line  of  Florida.  The  committee 
also  maintained  the  riglit  to  the  free   navigation  of  the 

•''^"Les  4  Etats  de  la  nouvelle  Angre  ont  fortement  represente  la 
necessite  de  cette  stipulation."  E.  I'.,  VII,  no.  123,  fol.  244.  After 
March  i,  Gerard  could  not  count  so  strongly  on  the  help  of  a  party,  but 
he  depended  more  on  a  sort  of  personal  following  which  he  was  building 
up,  particularly  among  the  smaller  states.  Jenifer  of  Maryland  was  the 
most  important  of  these  men. 

^'The  position  of  many  members  of  Congress  is  very  puzzling.  Lee 
favored  the  ideas  of  Gerard  toward  the  West  during  the  fall  of  1778  (see 
p.  119).  The  next  spring  he  led  the  opposition.  Jay  was  counted  as  a 
friend  of  the  Spanish  policy.  His  later  opinions  are  well  known.  Gerard 
declared  that  Samuel  Adams  wished  to  continue  the  war  to  save  his  im- 
portance, and  that  that  was  the  purpose  of  his  coalition  with  the  Lees. 
March  4.    (Ibid.,  VII,  no.  133,  fol.  328.) 
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Mississippi  and  to  tlie  fisheries  of  Xewfoimdlaud.  It 
recommended  the  conquest  of  the  Floridas  which  should 
be  sold  to  Spain  and  also  the  occupation  of  Nova  Scotia. 
The  discussion  of  this  report  occupied  many  days,^^  and 
from  the  despatches  of  Gerard  we  get  an  idea  of  the  bitter- 
ness aroused.  The  report  of  the  committee  embodies  two 
sets  of  ideas ;  those  of  the  East  and  those  of  the  South.  The 
party  of  the  East  looked  for  an  extension  of  boundaries 
far  into  Canada,  with  the  conquest  of  Nova  Scotia  and  the 
freedom  of  the  Xewfouudlaud  fisheries.  The  party  of  the 
South  held  to  the  possession  of  the  Mississippi  Valley 
with  the  freedom  to  navigate  that  river.  Gerard  opposed 
the  efforts  of  both.  He  conferred  with  one  of  his  friends 
in  Congress,  and  tliey  agreed  that  a  simple  and  fair  ar- 
rangement for  the  western  boundary  would  be  to  take  the 
line  marked  off  by  the  proclamation  of  1763.^^ 

The  i)lan  of  Gerard  received  no  serious  consideration 
from  Congress.  The  debates,  however,  covered  a  wide 
range  of  matter.  In  them  the  whole  history  of  British 
colonization  and  diplomacy  was  gone  over.  The  trend  of 
the  discussion  soon  convinced  Gerard  that  the  claim  to 
Xova  Scotia  would  be  abandoned,  but  the  question  of  the 
northwest  boundary  was  more  difficult  to  settle.  The  ad- 
vocates of  expansion  justified  the  claim  to  the  Northwest 
Territory,  not  only  on  historical  grounds  but  likewise  on 

"^This  committee  represented  well  the  different  sections  of  the  coun- 
try :  it  included  S.  Adams  of  Massachusetts,  G.  Morris  of  Xew  York, 
Witherspoon  of  New  Jersey,  Smith  of  Virginia,  and  Burke  of  North 
Carolina.  In  its  report  it  urged  the  interests  of  every  section  and  thus 
threw  the  whole  question  into  Congress.  Journals  of  Continental  Con- 
gress (Ford  ed.),  XIII,  241-243. 

^*"L'un  des  delegues  m'a  montre  le  plan  qu'il  a  redige  pour  les  [limites] 
fixer  Quoique  cette  matiere  ne  me  soit  pas  assez  connue  dans  ses  details 
pour  fixer  mon  jugement  ce  plan  a  beaucoup  soulage  I'aprehension  ou 
j'etois  que  quelque  grand  Proprietaire  du  Sud  ne  se  chargeat  de  ce  travail. 
On  propose  de  determiner  ces  limites  en  prenant  le  Traitee  de  Paris  d'une 
main  et  I'autre  la  Proclamation  [of  1763]  cette  methode  m'a  paru 
simple  et  facile  et  je  n'ai  pn  m'empecher  d'y  applaudir."  Gerard  to  Ver- 
gennes,  ^larch  3.     (E.  U.,  VII,  no.  67,  fol.  131.) 
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grounds  of  conquest  and  occupation.  They  further  con- 
tended that  the  surrender  of  this  region  would  mean  the 
acknowledgment  of  the  validity  of  the  Quebec  Act,  which 
was  one  of  the  causes  of  the  Revolution. 

The  debates  on  the  question  of  the  boundaries  and  the 
navigation  of  the  Mississippi  continued  from  the  1st  of 
March  to  the  19th.  On  the  question  of  the  Mississippi 
important  interests  in  the  West  and  South  united  to  de- 
mand the  right  of  navigation.  Those  interested  in  the 
Northwest  Territory  pictured  the  great  advantages  to  the 
South  of  controlling  the  trade  of  this  region.  If  our  people 
do  not  get  this  trade,  they  argued,  the  English  will  get  it, 
and  thus  become  powerful  in  a  region  where  it  is  to  the 
interest  of  both  Spain  and  the  United  States  to  keep  them 
out.^^ 

So  powerful  did  the  opposition  to  giving  up  the  Mis- 
sissippi become  that  Gerard  felt  it  necessary  to  interfere. 
Through  one  of  his  partisans  he  learned  that  the  western 
party  proposed  to  treat  directly  with  the  British  crown 
for  the  navigation  of  the  Mississippi.  Gerard  protested 
vigorously  against  this  scheme  as  vicious  and  dangerous 
in  its  purposo  and  unjust  in  its  tendencies  and  declared 
that  Congress  acted  as  if  it  wished  to  dictate  first  to  Spain, 
then  to  Great  Britain.  He  remarked  that  Spain  had  no 
contract  witli  the  Tmited  States  and  was  under  no  obliga- 
tion to  them,  and  tliat  tlie  Spanish  king  would  never  con- 
sent to  surrender  liis  rights  over  the  Mississippi,  and  on 
this  question  the  king  of  France  would  probably  take  his 
part.  He  observed  that  it  seemed  strange  that  Congress 
should  think  of  treating  with  England  to  despoil  Spain 
and  that  it  appeared  that  America  would  soon  be  at  war 
with  the  Spnnish  monarchy.^*'  This  interview  with  Gerard 
was  skillfully  used  by  his  friends,  who  believed  that  they 
hiul  a  majority  against  the  proposition.  They  desired, 
however,  to  win  over  the  important  state  of  Virginia.  They 

•''•'■'Gerard  to  Vcrgennes,  March  8.     (E.  U.,  no.  135,  fol.  339.) 


233]  CONGRESSIONAL  POLICY  TOWARD  THE  WEST  123 

expected  to  bring  the  question  to  a  vote  on  March  11,  but 
in  the  meantime  the  delegates  from  South  Carolina  were 
recalled  and  some  time  was  necessary  to  rebuild  their  ma- 
jority.^'^  The  final  vote  on  the  question  of  making  the 
right  to  navigate  the  Mississippi  an  ultimatum  was  taken 
on  March  24.  Only  one  state  favored  the  motion.  Two 
were  divided  and  the  others  voted  no.^^ 

The  debate  on  the  boundaries  was  milder  and  there 
was  from  the  beginning  greater  unanimity  of  sentiment. 
Several  of  those  opposed  to  the  policy  of  Gerard  informed 
him  that  they  would  not  demand  conquests  beyond  what 
really  belonged  to  the  thirteen  states.^^  There  was  consid- 
erable fear  that  if  Canada  were  left  to  Great  Britain  she 
would  prove  a  dangerous  neighbor.  Gerard  reassured 
them  with  the  promise  of  the  unfaltering  support  of 
France,  Avho  would  never  allow  them  to  sink  back  under 
the  power  of  her  rival.  He  also  suggested  that  the  whole 
quesiton  of  boundaries  be  left  until  after  the  peace  for  set- 
tlement; but  this  plan  received  no  support  at  all  in  Con- 
gress.^^  The  debates  on  the  acquisition  of  Nova  Scotia 
convinced  the  New  England  delegates  that  it  would  not 
carry,  and  they  substituted  a  demand  for  the  right  of  fish- 
ing on  the  banks  of  Newfoundland,  which  was  carried  by  a 
close  vote.^^ 

On  March  19  Congress  decided  on  tlie  boundaries  it 
would  demand  as  an  ultimatum.  This  boundary  ran  ir- 
regularly to  the  south  end  of  Lake  Nipissing,  thence  to 
the  source  of  the  Mississippi,  down  the  middle  of  that  river 
to  the  thirty-first  parallel,  thence  along  the  northern  boun- 
dary of  Florida  to  the  Atlantic.^-  This  vote  was  a  compro- 
mise.    It  did  not  grant  the  demands  of  New  England  for 


^'"Gerard  to  Vergennes,  March  lo,  1779.     (E.  U.,  no.  143,  fol.  367.) 
^^Journals  of  Continental  Congress  (Ford  ed.),  XIII,  369. 
3»Gerard  to  Vergennes,  March  8.     (E.  U.,  VII,  no.  135,  new  339.) 
*°Gerard  to  Vergennes,  March  12,  1779.    (Ibid.,  no.  144,  fol.  375.) 
^'^Jonrnals  of  Continental  Congress  (Ford  ed.),  XIII,  372;  Gerard  to 
Vergennes,  March  18,   1779.     (E.  U.,  VII,  no.   159,  fol.  407.) 

^"Journals  of  Continental  Congress,  (Ford  ed.),  XIII,  339-341. 
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the  possession  of  Nova  Scotia,  but  laid  claiiii  to  the  whole 
region  of  the  Great  Lakes.  At  the  same  time  the  South  and 
West  received  no  promise  of  the  navigation  of  the  Missis- 
sippi or  the  possession  of  the  Floridas.  In  this  contest  the 
partisans  of  Gerard  had  not  yet  showed  their  full  strength. 
They  felt  sure  of  a  majority  in  favor  of  the  French  policy, 
but  were  confronted  by  the  untiring  opposition  of  Lee. 
Such  was  the  changing  character  of  Congress  that  no  pol- 
icy could  well  be  assured;  and  the  partisans  of  Gerard 
were  waiting  until  tlie  time  Avhen  the^^  could  carry  their 
measure  ''by  such  a  majority  tliat  3Ir.  Lee  would  find  him- 
self the  only  one  in  opi)osition."^'^ 

The  vote  of  Gongress  in  March  on  the  question  of  the 
boundaries  and  the  Mississippi  had  satisfied  no  one.  On 
the  (juestion  of  tlie  fisheries  the  anti-Gallican  part}'  had 
been  active. ^^  New  England  was  not  content  with  the  idea 
of  liaving  the  English  on  its  northern  boundaries  and  re- 
newed its  ])roi)osal  to  conquer  Canada.^''  Gerard  Avas  tire- 
less in  liis  opposition  to  tliis  plan  and  urged  upon  CongTess 
the  futility  of  continuing  the  war  for  tliis  pur])()se.^'"'  While 
he  admitted  iliat  the  treaty  of  alliance  did  not  define  the 
limits  of  the  states  whose  inde])endence  was  guaranteed, 
he  still  insisted  that  tiie  guarantee  could  not  be  made  to 
ap])ly  to  territories  not  in  the  possession  of  the  United 
States.^' 

]>y  July  Gerard  had  come  to  feel  that  his  policy  with 
regard  to  the  boundaries  was  triumphant.  He  had  built 
w])  a  large  party  in  and  out  of  Gongress,  but  he  had  lost 
Ills  intluence  o\<'r  the  leading  men.  He  depended  on  men 
of  minor  caliber,  like  Jenifer  of  ^laryland,  who  sided  with 
the  French  policy  and  favored  limiting  the  boundaries  of 
tlie  Fnitf^d  States  as  much  as  possible."*'* 


■••'Gerard  to  X'crgcnncs.    (E.   U.,  VIII,  no.   lo.) 

^■•Donin],  Histoirc,  IV,  175. 

♦''Gerard  to  Vergcnnos.  March   14.     (E.   l\,  VITI,  no.  48.  new  83.) 

''"Gerard  to  Vergennes,  Alarcli  21.    (Ibid.,  no.  59,  new   88.) 
*^Jbid.,  IX.  no.  17.  new    103. 
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On  the  12tli  of  Jul}'  Gerard  held  a  conference  with 
Congress  in  committee  of  the  whole,  in  which  he  reviewed 
the  whole  history  of  French  intervention  and  declared  that 
the  world  was  convinced  that  the  war  had  no  object  of  con- 
quest but  only  to  secure  the  independence  of  the  United 
States.  In  this  conference  he  urged  also  that  Congress 
should  seek  the  favor  of  Spain  by  the  offer  of  such  mod- 
erate terms,  as  would  incline  His  Catholic  Majesty  to  the 
American  interests.^*^ 

As  a  result  of  his  management  Oerard  believed  that 
he  held  the  affair  of  boundaries  well  under  control.  He 
did  not  flatter  himself  that  Congress  would  renounce  all 
its  former  pretentions,  but  he  believed  it  would  make  no 
objection  to  the  cession  of  the  Floridas  to  Spain  and  would 
tacitly  let  go  the  navigation  of  the  Mississippi.  He  even 
expressed  his  belief  that  if  necessary  it  would  willingly 
abandon  Georgia. ^'^' 

The  partisans  of  Gerard  had  postponed  the  final  vote 
on  the  boundaries  until  a  time  Avhen  they  could  hope  to 
carry  their  plan  by  an  overwhelming  majority.  On  July 
18  Gerard  wrote  that  the  committee  of  foreign  affairs  stood 
eight  to  four  in  favor  of  his  measure,  and  that  liis  party 
worked  unceasingh-  to  win  over  votes.  One  of  tlie  most 
active  su^jporters  of  this  policy  was  John  Jay,  the  presi- 
dent of  Congress.  Gerard,  who  liimself  took  an  active  part 
in  the  campaign,  thought  that  it  was  time  to  bring  the 
question  to  a  vote  and  to  pass  some  measures  favored  by 
the  opposition  in  return  for  their  support  on  the  boun- 
daries. He  felt  that  the  strength  of  the  anti-Gall icans  was 
weakened  by  tlie  failure  of  England  to  offer  favorable 
terms  of  peace;  but  if  the  opposition  should  carry  the  vote 
in  Congress,  he  proposed  to  attack  its  validity  on  the 
ground  that  the  Articles  of  Confederation  provided  tliat 
every  state  must  ratify  a  treaty."^ 


*^Jour)tals  of  Coutinental  Congress    (Ford  ed.).   XTV',  829-835. 
•'-"Gerard  to  Vergennes,  July  20,  1779.    (£.  U.,  IX,  no.  46,  new    109.) 
''iDoniol,  Histoire,  IV,  221-222. 
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In  the  meanwhile  the  "Junto"  opposing  the  policy  of 
Gerard  was  very  active.  Its  organization  and  workings 
are  obscure,  but  it  suddenly  attained  great  power  in  Con- 
gress. Its  strength  was  unknown  to  Crerard,  who  declared 
that  the  influence  of  Lee  in  Virginia  was  destroyed  and 
the  opposition  was  confined  to  New  England.^'^ 

On  the  question  of  the  boundaries  and  the  treaty  with 
Spain  several  plans  were  laid  before  CongTess,  Gerard 
favored  a  plan  to  outline  the  boundaries  as  vaguely  as 
possible  and  to  leave  their  final  settlement  until  after  the 
peace.  On  the  question  of  cessions  to  Spain  he  felt  there 
would  be  no  difiiculty.''^ 

In  spite  of  his  words  of  assurance,  however,  Gerard 
feared  tlie  power  of  the  "Junto."  He  learned  from  his  con- 
fidants that  it  would  ask  Congi'ess  to  demand  as  an  ulti- 
matum an  extension  of  boundaries  as  far  north  as  46°.  The 
opposition  declared  openly  that  tlie  justice  of  the  king 
would  never  refuse  these  conditions  so  essential  to  the 
safety  of  the  United  States.^* 

Early  in  August  the  battle  in  Congress  openly  began. 
On  the  5th,  IM'Kean  moved  that,  if  Great  Britain  persisted 
in  the  war,  Congress  should  seek  to  conclude  treaties  with 
both  France  and  Spain  providing  for  the  conquest  of  Can- 
ada, Nova  Scotia,  and  liermuda.  Spain  and  France  were 
to  be  offered  for  their  aid  equal  rights  in  the  fisheries.  This 
resolution  was  made  in  the  interests  of  the  northern  states; 
but  the  southern  delegation  secured  an  amendment  pro- 
viding for  the  eon(]uest  of  the  Floridas  and  demanding  tlie 
"free  navigation  of  the  Mississippi. "^° 


'^Gerard  to  Vergennes.    (E.  U.,  IX,  no.  loo,  new    ii6.) 

^^Ibid.  The  actual  disposition  of  Congress,  Gerard  wrote,  is  "to  re- 
nounce the  Floridas  and  tacitly  to  give  up  the  navigation  of  the  Missis- 
sippi, of  which  the  two  banks  belong  to  that  crown  [Spain]  provided  they 
are  given  a  free  port  for  exporting  their  goods  and  importing  merchan- 
dise." 

■^^Doniol,  Histoire,  IV,  222. 

^''Journals  of  Contmental  Congress   (Ford  ed.),  XIV,  924-926. 
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This  resolution  was  an  open  defiance  to  Gerard.  It 
repudiated  all  his  advice  and  outlined  a  new  policy  of  con- 
quest. It  is  doubtful,  however,  if  it  was  put  forth  seriously 
as  a  plan  of  action.  More  likely  it  was  intended  as  a  feeler 
to  test  the  strength  of  the  anti-Gallican  party  in  Congress. 
The  motion  was  not  voted  upon,  but  it  threw  open  for  de- 
bate the  whole  question  of  the  territories  and  of  the  navi- 
gation of  tlie  Mississippi.  Both  sides  understood  that  this 
was  the  last  card  of  the  game.  Gerard,  however,  felt  that 
he  would  win,  for  he  controlled  the  committee  of  foreign 
affairs,  and  through  it  transmitted  his  arguments  and 
threats  to  Congress. 

In  the  meantime  a  special  committee  had  been  ap- 
pointed to  draw  up  terms  of  peace.  It  had  done  its  work 
in  consultation  with  Gerard,  and  on  August  14  presented 
its  report.  The  terms  were  more  moderate  than  the  de- 
mands of  the  anti-Gallicans.  Florida  and  Canada  were  to 
be  given  up,  but  the  northern  boundary  was  to  extend  as 
far  as  Lake  Nipissing.-^*^  Several  reasons  were  back  of  this 
decision.  News  had  just  reached  America  of  the  alliance 
between  France  and  Spain ;  and  it  was  seen  that  the  latter 
power  would  make  strong  demands  for  the  Floridas.^'^ 

The  entrance  of  Spain  into  the  war  was  made  the 
occasion  for  new  propositions  of  a  treaty  of  alliance.  On 
this  question  the  extreme  anti-Gallicans  maintained  their 
fight.  On  September  9  they  introduced  a  resolution  pro- 
viding for  an  alliance  with  Spain  whereby  that  power  was 
to  assure  to  the  United  States  the  possession  of  Canada, 
Nova  Scotia,  Bermudas,  and  the  Floridas,  as  well  as  the 
navigation  of  the  Mississippi.  This  motion  provided,  how- 
ever, that  if  Spain  should  insist  upon  it,  the  United  States 
would  cede  to  her  the  Floridas  and  the  exclusive  naviga- 
tion of  the  Mississippi  below  the  thirty-first  parallel.  The 
character  of  this  resolution  clearly  revealed  the  weakness 
of  the  extreme  position,  and  it  was  tabled  at  once  to  make 
way  for  a  more  moderate  one.    After  several  days  of  debate 

^^Journals  of  Continental  Congress   (Ford  ed.),  XIV,  956-967. 
'"Doniol,  Histoire,  IV,  205. 
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it  was  resolved  that  if  Spain  would  accede  to  the  treaty  of 
alliance,  Congress  would  make  no  objection  to  her  acquir- 
ing the  Floridas,  provided  that  the  "United  States  shall 
enjoy  the  free  navigation  of  the  river  Mississippi  into  and 
from  the  sea."^^ 

On  information  furnished  by  Gerard  that  England 
would  probably  soon  seek  peace,  Congress  resolved  to  send 
a  representative  to  Europe  who  should  be  on  the  ground 
when  the  first  advances  were  made.  There  were  two  lead- 
ing candidates  named,  Jay  and  John  Adams.  Gerard  and 
his  jjartisans  favored  Jay  as  being  more  moderate  in  his 
vieAvs,  while  the  anti-Gallicans  gave  their  support  to 
Adams.^'-*  After  several  days  of  delay  the  vote  was  taken 
on  September  27  and  Adams  was  elected  minister  plenipo- 
tentiary to  negotiate  a  treaty  of  peace  with  Great  Brit- 
ain.^*' At  the  same  time  Jay  was  elected  minister  plenipo- 
tentiary to  negotiate  a  treaty  of  alliance  with  Spain.  On 
the  next  day  instructions  for  Jay  were  decided  upon,  which 
in  regard  to  tlie  Floridas  and  the  Mississippi  were  identical 
with  those  agreed  to  on  the  9th."^  On  October  13  Wither 
sxjoou  moved  tliat  Jay  be  allowed  to  recede  from  the  claim 
of  a  free  navigation  of  the  Mississippi  below  the  thirty-first 
parallel,  if  sucli  were  necessary  in  order  to  obtain  the  alli- 
ance witii  S])jiiu,  but  this  motion  was  promptly  defeated. '^'- 
The  instructions  to  Adams  were  the  same  as  those  agreed 
upon  on  August  14. 

The  resolutions  of  August  and  September  in  regard 
to  the  boundaries  and  the  Mississi])pi  mark  the  formation 
of  a  definite  policy  by  Congress.  This  policy  was  a  com- 
promise between  the  East  and  the  South,  between  the 
French  party  and  the  anti-Gallicans.  While  Gerard  was 
not  entirelv  satisfied  witli  (lie  conditions  laid  down,  he  felt 


^^Jouruals  of  Continottal  Congress  (Ford  cd.),  XV.  1042-1046. 

^^Doniol,  Histoire,  IV,  209. 

^Vountals  of  Coiitiuental  Congress  (Ford  ed.),  X\',  11 13. 

<^^Ibid.,  1 1 16. 

«2/t,d.,  1 168. 
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that  they  were  not  unfavorable  to  Frauce.*^^  He  regarded 
the  appointment  of  Jay  as  a  decided  step  towards  "con- 
ciliation" with  Spain,  and  as  a  bid  for  the  friendship  of 
Charles  III. 

The  work  of  Gerard  as  minister  to  tlie  United  States 
was  finished.  He  had  long  been  laboring  under  a  severe 
malady  attributed  to  the  climate  of  Philadelphia  and  had 
struggled  heroicall}^  against  disease  while  upholding  the 
interests  of  France  and  Spain.  The  Chevalier  de  la  Lu- 
zerne, his  successor,  had  already  arrived  in  the  United 
States  and  was  in  close  touch  with  him.  Congress  regarded 
his  departure  Avith  regret.  In  spite  of  his  interference  in 
American  politics  he  retained  his  popularity  till  the  last. 
Congress  had  his  picture  painted  for  its  council  chamber 
and  wrote  Louis  XVI  a  flattering  letter  describing  his  loy- 
alty and  ability. 

The  mission  of  Gerard  was  unfortunate  from  the 
standpoint  of  both  his  own  country  and  the  Ignited  States. 
To  Vergennes  he  gave  a  one-sided  picture  of  conditions  in 
the  United  States,  and  led  him  to  believe  that  the  great 
body  of  sober-minded,  intelligent  citizens  favored  restrict- 
ing the  boundaries  of  their  country,  and  that  the  opposi- 
tion was  made  up  of  a  few  narrow  and  bigoted  fanatics. 
His  meddling  in  the  politics  of  Congress  and  his  forma- 
tion of  a  faction  around  himself  led  to  serious  results.  It 
made  the  opponents  of  the  Frencli  policy  more  determined 
and  aggressive  and  aroused,  in  the  minds  of  many,  sus- 
picion of  the  honesty  and  friendship  of  the  French  mon- 
archy. This  interference  of  Gerard  alienated  the  ablest 
men  in  Congress,  men  like  Jay  and  Morris,  who  had  hon- 
estly favored  the  policy  he  advocated.  As  a  result  of  his 
course  of  action  tlie  diplomacy  of  the  United  States  was 
entrusted  to  his  enemies  and  thus  to  men  who  looked  with 
distruct  on  any  policy  advocated  by  Frenchmen.  John 
Adams  was  elected  minister  plenipotentiary  by  an  anti- 
French  party  and  against  the  will  of  Gerard.     Jay  had 

'■"^Doniol,  Histoire,  IV,  211. 
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long  been  associated  witli  the  French  policy,  but  his  change 
of  heart  was  probably  known  to  his  colleagues  before  his 
election  as  minister  to  Spain.  Gerard  had  carried  out  his 
policy  without  direction  and  without  consultation  with 
the  French  foreign  office.  After  his  first  instructions, 
which  directed  him  to  look  after  the  interests  of  Spain 
and  to  restrain  Congress  from  all  attempts  at  conquest,  he 
acted  nearly  always  on  his  own  initiative.  The  result  was 
a  lack  of  harmony  between  the  representations  of  Gerard 
in  Philadelphia  and  the  promise  of  Vergennes  at  Paris. 
The  course  of  Gerard  received  the  approval  of  Vergennes 
and  considerably  modified  the  general  policy  of  the  French 
court ;  and  upon  his  reports  were  based  the  instructions  to 
his  successor  Luzerne.  Thus  arose  a  serious  divergence 
between  the  views  of  Congress  and  those  of  Vergennes, 
which  was  in  turn  to  lead  to  mutual  jealousies  and  sus- 
picions; and  to  the  conduct  of  Gerard  is  due  in  a  large 
measure  the  irritation  which  later  broke  out  between  the 
French  minister  of  foreign  affairs  and  the  envoys  of  the 
United  States. 


CHAPTER    VII 

VERGENNES  AND  THE  ALLIES  OF  FRANCE. 

The  alliance  between  France  and  Spain  did  not  win 
a  friend  for  the  United  States.  While  it  added  another 
to  the  list  of  those  fighting  the  British  Empire,  it  divided 
the  councils  of  her  enemies;  for  the  ambitions  of  Spain 
were  unalterably  opi)osed  to  the  interests  and  aims  of  the 
United  States.  Florida  Blanca  had  long  feared  the  growth 
of  a  powerful  rival  in  the  New  World,  and  he  had  urged 
that  Great  Britain  be  allowed  to  keep  Canada  as  a  check 
on  the  power  of  the  new  republic.  Altho  it  was  not  stipu- 
lated in  the  convention,  it  was  tacitly  understood  between 
France  and  Spain  that  no  further  effort  would  be  made 
to  conquer  the  Britisli  possessions  north  of  the  thirteen 
states.^  Spain  had  made  exorbitant  demands  for  terri- 
tories which  the  United  States  also  claimed.  To  her  pos- 
session of  the  Floridas  there  was  no  objection;  but  her 
demand  for  the  exclusive  navigation  of  the  Mississippi 
aroused  much  opposition,  and  her  claim  to  territory  east  of 
that  river  did  not  receive  the  slightest  support  in  Congress. 

Back  of  Spain's  purpose  to  keep  the  United  States 
a  weak  and  dependent  nation  was  the  desire  to  build  up  a 
powerful  empire  around  the  Gulf  of  Mexico.  Cuba,  Mex- 
ica,  and  Louisiana  formed  three  quadrants  of  this  circle, 
and  the  possession  of  Eastern  Louisiana  and  the  Floridas 
would  complete  it.  If,  on  the  other  hand,  the  vast  regions 
to  the  east  of  the  Mississippi  should  become  peopled  by  a 

^Florida  Blanca  wrote  to  Montmorin,  April  2,  1779:  "dans  la  cas  ou 
la  paix  se  feroit  il  convient  de  ne  pas  chasser  les  Anglois  du  Canada, 
cependant  dans  le  cas  contraire  il  seroit  a  mon  avis,  necessaire  de  porter 
les  vues  des  Americains  de  ce  cote  la  ce  qui  serviroit  a  leur  donner  un 
objet  d'occupations  a  prevenir  leiirs  discorde  intestines  .  .  ."  Esp.,  593, 
no.  •/-,  new  180.  Vergennes  wrote  to  Florida  Blanca,  March  18,  that 
while  the  Americans  were  anxious  for  Canada  he  would  seek  to  induce 
them  to  give  up  such  an  undertaking.    Ibid.,  no.  23,  new  81. 
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powerful  and  alien  race,  KSpaiu  would  confront  a  new  dan- 
ger Avlien  frontiersmen,  seeking  an  outlet  to  the  sea,  should 
come  down  and  overwhelm  her  dominions.  To  avert  this 
already  a])parent  danger,  the  United  States  must  be  kept 
to  the  Atlantic  seaboard,  and  her  possessions  hemmed  in 
by  (xreat  Britain.  Tlie  power  and  ambitions  of  the  British 
Empire  were  known ;  but  the  fornmtion  of  this  strange 
republic  on  the  outskirts  of  civilization  filled  the  ministers 
of  Charles  III  with  strange  and  tempestuous  terror. 

Hardly  liad  the  ink  dried  on  the  signatures  of  the  con- 
vention uniting  France  and  Spain  in  the  war  when  Florida 
Blanca  proposed  fresh  restrictions  on  the  growth  of  the 
United  States.  He  suggested  that  Great  Britain  be  left 
in  possession  of  all  jjosts  in  America  which  she  was  able 
to  hold  at  the  time  of  the  ratification  of  the  treaty  of  peace. 
This  would  mean  that  New  York,  Long  Island,  the  greater 
part  of  C(mnecticut,  and  Bhode  Island,  including  the  city 
of  New])ort,  most  of  Georgia  and  a  part  of  Virginia  should 
probably  be  left  to  the  British  Empire.^ 

It  is  to  Vergennes's  credit  that  he  gave  an  absolute 
refusal  to  Spain's  ])ro])ositiou.  He  declared  that  such  a 
course  would  make  it  appear  as  if  France  had  abandoned 
her  allies,  and  would  provoke  their  suspicion  and  enmity. 
It  would  be  an  oi)en  violation  of  the  treaty  of  alliance, 
and  as  such  would  bring  dislionor  on  the  crown  of  France.^ 
This  decided  stand  on  the  part  of  the  French  ministry  put 
an  early  end  to  the  ])lan  of  a  settlement  of  American  affairs 


-Florida  Blanca  argued  that  the  Americans  needed  peace  so  badly 
that  tliey  must  accept  any  conditions.  He  maintained  that  by  this  ar- 
rangement the  United  States  would  always  be  menaced  by  Great  Britain 
and  consequently  would  become  more  attached  to  France.  Montmorin 
to  Vergennes,  April  26,  1779.     (Est>.,  593,  no.  137,  new  320.) 

•^Montmorin  pleaded  against  the  sciiemes  of  the  Spanish  minister 
that  France  had  engagements  with  tiic  Americans  wiiich  bound  her  to 
a  different  policy,  lie  declared  that  Congress  would  never  consent  to 
any  such  arrangement.  (Ibid.)  Vergennes  also  opposed  the  idea.  May, 
1779.  (Ibid..  593.  nci.  147,  new  320:  ibid.,  593,  no.  157.  new  343;  ibid., 
594.   new   192.) 
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ou  the  basis  of  iiti  p(j.s.si<J(iis  and  assured  to  the  Tuited 
States  a  geograpliical  unity. 

The  Floridas,  however,  were  subject  to  conquest,  and 
to  this  point  the  Spanish  arms  were  at  once  directed.  Spain 
was  anxious  to  have  the  lielp  of  the  United  States  in  this 
undertalving,  and  altlio  she  would  give  no  recognition  to 
them,  Fhjrida  Bhmca  asked  Vergennes  to  have  them  send 
an  expedition  into  Florida  from  the  north  while  Spanish 
troops  attacked  it  from  the  Mississippi.^  Vergennes  prom- 
ised to  do  what  he  could,  and  instructed  Luzerne  to  pro- 
pose the  matter  to  Congress.^  The  mind  of  the  Spanish 
minister  however,  soon  took  another  turn;  he  gave  up  the 
idea  of  cooperation  with  the  American  troops,  and  in  June 
sent  orders  to  Galvez  to  attack  the  British  possessions  in 
America,  and  ordered  other  Spanish  governors  to  help 
him.^ 

While  Spain  was  definitely  planning  the  conquest  of 
the  Floridas,  Vergennes  was  worrying  about  the  attitude 
of  Congress  on  the  question  of  boundaries.  He  could  learn 
nothing  from  Franklin,  but  he  feared  the  demands  of  the 
republic  would  be  excessive.  He  was  determined,  however, 
in  the  negotiations  for  peace,  to  insist  on  no  more  than  the 
integrity  of  the  thirteen  states.' 

The  attitude  of  Spain  was  also  a  source  of  uneasiness. 
^Tontmorin  had  intimated  that  negotiations  between  that 


•'II  seroit  bon  cependant  que  les  Colons  cherchassent  a  entrer  dans  la 
Floride  ou  de  notre  cote  nous  ferons  une  forte  diversion  par  le  Missis- 
sippi."    Florida   Blanca  to  Vergennes.     (Ibid.,  594,  no.  36,  new  80.) 

^May  and  June,  1779.  Ubid..  594,  no.  40.  new  263;  no.  41.  new  267.) 
To  Florida  Blanca.    {Ibid.,  594,  no.  68,  new    171  ;  no.  72.  new    180.) 

^It  appears  that  Florida  Blanca  became  suspicious  of  Congress.  He 
lost  interest  in  St.  Augustine  and  proposed  to  leave  it  to  the  Americans. 
Montmorin  to  Vergennes,  May  11.  (Ibid.,  594,  no.  40,  new  76;  ibid.,  no. 
120,  fol.  288.)  For  orders  to  other  governors  see  Don  Juan  Baptiste 
Bonet,  governor  of  San  Domingo,  to  Gonzales  de  Castegon.  (C.  O.  5,  131, 
fol.  7:  letter  book  of  intercepted  correspondence.) 

^Vergennes  to  Bretuel,  June  29.    (Esp.,  594,  no.  151,  fol.  350.) 
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country  and  the  Ignited  States  must  be  bandied  carefully.^ 
Vergennes  knew  tbat  Spain  bad  no  regard  for  tbe  interests 
of  »tbe  United  States,  and  from  her  projects  on  tbe  3Iissis- 
sippi  be  felt  tbat  bis  two  allies  were  in  danger  of  clasbing.'^ 

In  spite  of  tbe  importunities  of  Vergennes,^ '^  Florida 
Blanca  was  s1oy\'  to  formulate  bis  demands.  He  liad  re- 
alized tbat  be  could  not  obtain  a  settlement  on  tbe  basis  of 
uti  possidetis,  but  he  hoped  tbat  Great  Britain  could  keep 
Canada  and  East  Florida.  West  Florida  with  Pensacola 
and  Mobile  he  was  determined  to  have  for  Spain  in  order 
to  exclude  all  foreigners  from  tbe  Gulf  of  Mexico.  To  this 
end  also  he  insisted  upon  the  exclusive  navigation  of  tbe 
Mississippi  River,  and  intimated  that  this  was  a  point  be 
would  not  yield.  All  Spanish  America,  be  maintained, 
must  be  closed  to  British  and  Americans  alike.^^ 

Vergennes  Avas  soon  relieved  of  bis  anxiety  on  this 
score  by  the  report  from  America  that  Congress  would 
probably  surrender  its  claims  on  Canada  and  the  Floridas, 
as  well  as  tbe  right  to  navigate  the  Mississippi  River.  At 
tbe  same  time  he  was  informed  of  tlie  strong  feeling  among 
tbe  eastern  delegates  and  their  proposal  to  treat  directly 
with  Great  Britain  for  the  navigation  of  tbe  Mississippi. 
In  tbe  liglit  of  this  information  Vergennes  prepared  tbe 
instructions  to  Luzerne,  Gerard's  successor,  and  it  is  evi- 
dent tbat  be  wrote  in  a  spirit  of  hostility  to  the  Ignited 
States.  He  believed  tbat  there  was  a  strong  Englisli  party 
in  America,  and  if  such  could  exist  at  this  time  be  argued 
that  no  dependence  could  be  placed  on  tbe  permanent 
friendship  of  tbe  republic,^- 

^He  asked  that  the  United  States  send  an  envoy  of  a  character  supple 
and  conciliatory ;  one  with  firmness  combined  with  sweetness  and  patience. 
Montmorin  to  Vergennes,  June  3.    (Esp.,  594,  no.  85.) 

^Vergennes,  "Instructions  to  Luzerne."  July  18.  (E.  U.,  IX.  no.  41, 
new    I.) 

i°Vergennes  asked  often  for  the  views  of  Spain.  He  declared  his 
unwillingness  to  cross  her  policy  unless  it  were  absolutely  necessarj'. 
Esp.,  594,  no.  201. 

i^Montmorin  to  Vergennes,  July  31.     (Ibid.,  594,  no.  220,  new  491.) 

^'Doniol,  Histoire,  IV,  97. 
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With  this  view  of  the  attitude  of  the  United  States, 
Vergennes  opposed  their  position  on  every  point  of  dispute, 
the  western  boundaries,  the  navigation  of  the  Mississippi, 
and  the  Floridas.  Just  what  was  the  western .  boundary 
he  did  not  attempt  to  decide;  but  he  feared  the  danger  of 
a  dispute  between  the  United  States  and  Spain  over  the 
lands  from  which  the  English  might  be  driven.  He  accord- 
ingly urged  Luzerne  to  get  Congress  to  fix  a  definite  boun- 
dary to  their  claims  on  the  West,  and  especially  did  he 
fear  the  aggressions  of  the  southern  states.^" 

On  the  question  of  the  navigation  of  the  Mississippi, 
Vergennes  was  still  more  unfriendly  to  the  claims  of  the 
United  States.  He  had  before  this  expressed  himself  favor- 
ably to  the  American  demand ;  but  now  he  declared  that  it 
was  shown  to  his  satisfaction  that  the  Americans  had  no 
right  to  it.  Before  the  Revolution,  he  said,  the  boundaries 
of  the  United  Provinces  in  no  place  extended  to  the  Mis- 
sissippi; and  it  was  absurd  to  claim  the  rights  of  Great 
Britain,  whose  authority  they  had  abjured.^*  He  instructed 
Luzerne  to  demand  from  CongTCss  the  renunciation  of  all 
pretentions  to  the  right  to  navigate  the  river,  and  the  prom- 
ise to  limit  themselves  to  soliciting  the  favor  of  the  king  of 
Spain, 


^^Vergennes  wrote  that  it  was  the  greatest  interest  of  Congress  to 
fix  "d'une  maniere  claire,  precise,  et  invariable  les  limites  et  les  pretentions 
des  Etats-Unis  dans  cette  partie  [the  West]  et  surtout  en  prennent  les 
precautions  les  plus  efficaces  pour  prevoir  les  empietemens  et  pour 
empecher  les  Provinces  du  Sud  de  se  laisser  aller  a  I'esprit  de  conquete." 
"Instructions  to  Luzerne,"  July  i8,  1779.  (£.  U.,  IX,  no.  41,  new    i.) 

i*"A  regard  de  la  navigation  sur  le  Mississipi,  il  est  a  peu  pres 
demontre  que  les  Americains  n'y  ont  aucun  droit  puisqu'au  moment  de 
la  revolution  les  limites  des  13  Etats-Unis  ne  s'etendoient  point  jusqu'au 
Fleuve  et  qu'il  Seroit  abuser  de  leur  part  de  reclamer  les  droits  de  I'Angre, 
c'est  a  dire  d'une  Puissance  dont  ils  ont  abjure  la  domination.  II  convient 
done  que  le  Congres  s'explique  categoriquement  sur  cette  matiere  en 
declarant  que  les  Etats-unis  ne  forment  aucune  pretention  a  la  Navigation 
du  Mississipi  et  en  se  bornant  a  solliciter  de  la  bonne  volonte  du  Roi 
■d'Espagne  les  faveurs  que  son  interet  lui  permettra  d'accorder  aux  .Ameri- 
cains."    Ibid. 


136  THE  WEST  IN  THE  REVOLUTION  [246 

To  the  Floriclas  also  Vergennes  declared  that  the 
United  States  had  no  rif»ht.  As  a  peaceful  British  colony 
thej  were  still  open  to  tlie  conquest  of  Spain.  Thev  were 
of  no  value  to  the  United  States,  whereas  Spain  had  a 
double  reason  for  their  conquest.  In  the  first  place  they 
had  formerly  been  a  \n\vt  of  the  Spanish  empire,  and  in 
the  second  they  were  essential  to  the  commercial  interests 
of  Spain  and  to  her  control  of  the  Gulf  of  Mexico.^'^ 

Three  se])arate  kinds  of  considerations  dictated  these 
instructions :  dislike  of  tlie  anti-Gallican  party  in  Congress, 
and  a  fear  that  it  would  lead  the  country  into  a  policy 
unfavorable  to  France;  a  desire  to  win  better  support  from 
Spain;  and  lastly  a  belief  that  many  Americans  favored 
tliese  terms.  Just  how  strong  each  of  tliese  considerations 
was  it  is  impossible  to  say.  For  the  first  and  third  he  had 
ample  reason  in  the  reports  of  Gerard ;  but  he  seemed 
never  to  have  had  much  at  heart  the  ambitions  of  the  court 
of  jMadrid. 

The  Spanisli  government  had  given  orders  for  the  con- 
quest of  the  J^^'loridas  and  had  authorized  Don  Juan  de 
IMiralles  to  plan  in  concert  with  the  Americans  a  joint 
attack  on  these  provinces.  Before  deciding  on  any  further 
military  operations,  however,  it  was  necessary  to  wait  for 
news  from  ])"Estaing,  wlio  had  been  instructed  to  nuike  a 
naval  demonstration  in  support  of  the  Spanish  attack.^^ 
In  si)ite  of  these  measures  Spain  still  showed  no  disposi- 
tion to  aid  the  cause  of  tlie  inde])en(lence  of  the  United 
States.  She  Avas  willing  to  grant  llicm  subsidies,  but  these 
were  to  be  used  (mly  in  an  expedition  against  the  Floridas. 
As  month  after  month  passed  with  no  news  of  the  success 
of  its  projects  the  anxiety  and  ambition  of  the  Spanish 
court  increased.  The  king  felt  that  the  conquest  of  Pen- 
sacola   was  the  object   in  America    nearest  his  heart  and 

i^La  Floride  ne  rendra  les  Etats-unis  ni  plus  riches  ni  plus  puissans 
et  sa  position  geographique  n'augmentera  point  leur  surete  exterieure." 
E.  U.,  IX,  no.  41,  new  i. 

i^Montmorin  to  Vergennes.  September  27,  1779.  {Es/^.,  595,  no.  165, 
fol.  438.) 
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urged  that  every  effort  be  put  forth  to  effect  it.^'^  Plans 
were  hurriedly  rushed  through  to  send  reinforcements  from 
Havana  and  the  Americans  were  to  be  urged  more  vigor- 
ously to  aid  the  expedition. ^^  So  fearful  did  Florida  Blanca 
become  of  the  fate  of  the  Spanish  forces  that  he  finally 
entreated  France  to  send  assistances^  and  promised  that  if 
Vergennes  would  furnish  troops  and  ships  for  the  attack 
he  would  pay  all  their  expenses.-*^  To  this  proposal  Ver- 
gennes at  once  agreed  and  declared  that  the  French  would 
be  ready  at  any  time  with  their  contingent.^^  He  thought, 
however,  that  it  would  not  be  advisable  to  speak  of  this 
project  to  the  Americans  for  fear  of  offending  them.  At 
the  end  of  December  news  came  of  the  success  of  Galvez 
on  the  Mississippi  and  his  proposed  attack  on  Mobile  and 
Pensacola;—  and  Florida  Blanca  at  once  began  to  hedge 
on  the  project  of  accepting  French  aid  in  the  conquest  of 
Florida,  He  felt  that  if  victory  could  be  assured  by  the 
efforts  of  the  Spanish  troops  alone,  it  would  be  folly  to 
pay  for  French  assistance.  To  Montmorin  he  intimated 
that  Spain  did  not  wish  to  attack  Pensacola,  and  that  she 
would  not  subsidize  the  French  troops  prepared  for  the 
expedition,^^  but  suggested  that  the  united  forces  make  a 
descent  on  England. 

News  of  this  change  of  plan  aroused  much  indigna- 
tion in  the  mind  of  Vergennes,  who  declared  that  the  surest 
and  quickest  way  to  finish  the  war  was  to  push  it  in  Amer- 


I'Montmorin   to   Vergennes,   November   8,    1779.     (Esp.,   596,   no.  yS, 
fol.  179.) 

'^^Ibid.,  596,  no.  8,  new  21 ;  ibid.,  596,  no.  95,  fol.  224. 

^^Montmorin  to  Vergennes,  November  22.     (Ibid.,  596,  no.  108.) 

-^Montmorin  to  Vergennes,  December  13.    (Ibid.,  596,  no.  167.) 

'^Vergennes  to  Montmorin,  December  17.  (Ibid.,  596,  no.  183,  fol.  407.) 

'-Montmorin  to  Vergennes,   December   13,  1779.    (Ibid.,  596,  no.  215, 
fol.  468.) 

-^Florida    Blanca   to   Aranda,   January  9,    1780,   enclosed  with  Mont- 
morin's  despatches  of  same  date.     (Ibid.,  597,  no.  i,  new    22,  fol.  51.) 
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ica.-^  He  felt  sure  that  Florida  Klanca  was  unreliable  in 
his  promises  and  would  present  all  sorts  of  excuses  for  not 
keeping  tlieiii,-''  and  hencefortli  there  was  little  sympathy 
manifested  between  the  two  courts,  and  the  efforts  of 
France  became  directed  almost  entirely  to  the  preservation 
of  the  inde])en(lence  of  the  thirteen  states. 

At  the  beginning  of  1780,  Jay  and  Adams  arrived  in 
Europe  with  instructions  on  the  views  of  Congress  relative 
to  the  boundaries  and  the  navigation  of  the  Mississippi. 
Jay  had  been  friendly  to  the  plans  of  Gerard  and  Avas  re- 
garded very  favorably  by  that  minister,  who  believed  he 
would  consent  to  the  Spanish  pretensions,  but  Jay  had 
become  suspicious  of  French  policy  before  he  left  America 
and  he  had  imbibed  a  still  deeper  distrust  of  the  ambitions 
of  Spain.  With  him  to  think  was  to  act;  and  he  had 
thouglit  (lee])ly  on  the  claims  and  pretensions  (»f  tlie  Span- 
ish monarchy  to  the  Floridas  and  the  Mississippi  Valley,^'' 
He  had  come,  however,  to  secure  the  alliance  of  Spain  and 
the  recognition  of  the  rights  of  the  United  States;  and  no 
sooner  did  he  land  than  he  began  preparations  to  carry 
out  his  instructions.  On  his  arrival  at  Cadiz  he  sent  his 
secretary,  William  Carmichael,  ahead  to  Madrid  to  sound 
the  Spanish  minister  on  his  intentions  towards  the  United 
States,  with  instructions  to  do  justice  to  the  interests  of 

-^"Je  serois  bien  fache  que  M.  Le  C.  de  floride  blanche  renoncat  a 
son  enterprize  sur  Pensacola :  je  puis  me  tromper  mais  je  pense  qu'en 
poussant  vigoiireusement  la  guerre  en  amerique  nous  arriverons  plus 
surement  et  plus  promtement  a  la  paix  que  par  toute  autre  route."  Ver- 
gennes  to  Montmorin.  January-  13,  1780.  (Esf-.  597,  no.  35,  fol.  106.) 
-•'■'Same  to  same,  January  29.    (Ibid.,  597,  no.  77.  fol.  219.) 

-"Gerard  to  Vergennes,  September  9,   1778.     Jay  wrote  that  " 

both  Mr.  Gerard  and  Mr.  Miralles  ....  had  shown  me  every  mark  of 
civility  and  attention,  though  I  have  reason  to  tliink  both  of  them  held 
higher  opinions  of  my  docility  than  wore  well  founded."  "When  Spain 
afterwards  declared  war  for  objects  that  did  not  include  ours,  and  in  a 
niaiincr  not  very  civil  to  our  independence  I  became  convinced  that  we 
ought  not  cede  to  her  any  of  our  rights,  and  of  course  that  we  should 
retain  and  insist  upon  our  right  to  the  navigation  of  the  Mississippi." 
Ibid.  Jay.  "On  Navigation  of  the  Mississippi,"  Corrcspondetice  and  Public 
Papers,  I,  328-331. 
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Virginia  and  the  western  countries  near  tlie  Mississippi, 
and  to  represent  to  the  Spanish  court  that  it  would  be  ages 
before  these  extensive  regions  would  be  settled.  He  also 
asked  him  to  find  out  the  intention  of  Spain  in  regard  to 
the  Floridas  and  the  country  along  the  Mississippi.^"  From 
these  instructions  it  is  clear  that  Jay  thoroughly  un- 
derstood the  ambitions  and  intentions  of  Spain.  His  in- 
formation had  come  to  him,  when  as  the  friend  and  com- 
rade of  Gerard  and  Miralles,  he  had  spent  long  evenings 
talking  over  an  alliance  with  Spain  and  the  concessions 
her  king  would  exact  as  the  price  of  his  help.-*  He  knew 
also  that  the  conditions  he  had  to  offer  were  not  such  as 
Spain  would  wish  and  that  she  would  likely  refuse  to  ac- 
knowledge the  independence  of  the  United  States  unless 
her  terms  were  acceded  to,  but  to  her  demands  he  had  re- 
solved not  to  agree. 

Jay  did  not  know  that  Spain  was  the  dictator  in  her 
alliance  with  France,^'-*  and  he  had  no  idea  that  Vergennes 
was  exerting  all  his  power  to  bring  about  an  understand- 
ing between  his  allies,  and  that  it  was  Spain  who  wished 
to  restrict  the  power  of  the  United  States,  and  who  was  to 
prove  herself  a  thorn  in  the  flesh  to  all  efforts  to  secure 
the  territorial  integrity  of  his  country.  Franklin  liad  long 
been  silent  on  the  question  of  the  West.  Vergennes  liad 
not  chosen  to  enter  into  negotiations  with  him  on  the  sub- 
ject, and  CongTess  had  sent  him  no  instructions  in  regard 
to  it;  but  Franklin,  ever  awake,  had  perceived  the  drift 
of  Spanish  policy,  and  its  hostility  to  his  country;  and  he 
understood  full  well  that  there  was  no  sentiment  in  the 
Spanish  ministrv  favorable  to  an  alliance  with  the  United 


-^Jay,  Correspondence  and  Public  Papers,  I,  266-268. 
'^Ibid.,  327. 
'^Ibid.,  266. 
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States.^'*  Franklin  knew  too,  that  Congress  had  at  last 
decided  on  a  polic}-  and  he  was  ready  to  work  loyally'  with 
Jay  in  carrying  it  out.  Henceforth  the  representation  of 
the  United  States  in  Europe  was  vigorous  and  aggressive, 
while  Vergeunes  was  compelled  to  play  the  role  of  peace- 
maker between  his  allies. 

Florida  Blanca  proved  to  be  more  hospitable  than  Jay 
had  hoped.  He  wrote  a  friendly  note  to  Jay,  inviting  him 
to  court,  but  at  the  same  time  informing  him  that  he  could 
not  be  received  as  the  minister  of  an  unacknowledged 
power.^^  Carmichael,  in  company  witli  Gerard,  was  re- 
ceived kindl}^  hj  the  French  ambassador,  who  furnished 
him  much  information  about  the  disposition  of  the  Spanish 
king.^-  He  learned  that  several  montlis  before  Miralles 
had  been  instructed  to  enter  into  engagements  with  Con- 
gress to  conquer  Florida,  and  he  regarded  this  as  signifi- 
cant for  the  prospects  of  a  treaty  of  alliance. 

The  politeness  of  Florida  Blanca  did  not  convince 
Jay  of  the  good  intentions  of  Spain.  He  felt  sure  that  the 
message  of  the  Spanish  minister  meant  that  independence 
would  be  acknowledged  only  if  tlie  Ignited  States  acceded 
to  his  terms.  Back  of  the  Spanish  king  he  thought  he  per- 
ceived the  power  and  influence  of  Frauce.^^  Jay,  however, 
returned  a  polite  answer  to  Florida  Blanca'-s  note^'*  and 


•"•""Bui  T  own,  too,  that  my  expectations  of  great  aids  from  that 
nation  arc  not  much  stronger  than  yours.  As  yet  they  know  us  too  little, 
and  are  jealous  of  us  too  much;  their  long  delay  in  entering  into  a  treaty 
with  us  ....  is  to  me  a  mark  of  their  not  being  over  fond  of  a  con- 
nection with  us."  Franklin  to  Carmichael,  January  27,  1780.  (Wharton, 
Dip.  Cor.,  Ill,  476.) 

^^Florida  Blanca  to  Jay,  February  24,  1780.  (Ibid.,  Ill,  515.) 
3-Carmichael  to  Jay,  February  15,  1780.  (Ibid.,  Ill,  496-7.) 
^■'"There  are  many  reasons  w-hich  induce  me  to  suspect  that  France 
is  determined  to  manage  between  us  so  as  to  make  us  debtors  to  their 
influence  and  good  correspondence  with  Spain  for  every  concession  on  her 
part,  and  to  make  Spain  hold  herself  obligated  to  their  influence  and  good 
correspondence  with  us  for  every  concession  on  our  part."  Jay  to  Con- 
gress, March  3,  1780.     (Ibid.,  Ill,  530.) 

^'•Jay,  Corrcst'ondcncc  and  Public  Patters,  I,  276. 
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the  two  soon  entered  into  a  discussion  of  the  resources  of 
the  United  States  with  the  apparent  purpose  of  forming 
an  alliance.^^  It  was  not  until  May  11  that  they  held  a 
discussion  on  the  main  points  of  difference  between  the 
two  nations.  In  this  conversation  Florida  Blanca  plainly 
intimated  that  the  great  obstacle  to  the  alliance  was  the 
claim  of  the  United  States  to  the  right  to  navigate  the 
Mississippi  River.  He  urged  also  that  they  settle  the  ques- 
tion of  the  boundaries  and  expressed  a  desire  to  obtain 
such  concessions  that  the  English  would  be  entirely  ex- 
cluded from  the  Gulf  of  Mexico.  Jay  reminded  Florida 
Blanca  that  many  of  the  states  had  for  their  western  boun- 
dary the  Mississippi  and  were  interested  in  its  navigation; 
but  he  expressed  the  opinion  that  they  would  be  willing  to 
adopt  any  reasonable  precaution  against  the  carrying  of 
contraband.  The  Spanish  minister  courteously  expressed 
his  desire  for  an  amicable  adjustment  and  tlie  interview 
closed.  Jay  reported  to  Congress  that  if  it  remained  firm 
there  would  be  little  doubt  of  the  outcome.^^ 

Equally  anxious  with  Jay  for  an  understanding  be- 
tween Spain  and  the  United  States  was  Vergennes;  but  far 
better  than  Jay,  he  understood  the  aims  of  Spanish  diplo- 
macy. He  knew  its  dislike  of  the  new  republic,  and  its 
fear  that  the  example  of  a  successful  rebellion  would  have 
a  dangerous  effect  on  the  extended  colonies  of  Spanish 
America;  and  finally  he  understood  from  long  experience 
its  utter  selfishness  and  greed.^''^  At  the  same  time  he  felt 
that,  in  order  to  hold  Spain  to  tlie  war,  he  must  further  all 
her  projects  as  agreed  to  in  tlie  convention,  and  in  accord- 


^^Florida  Blanca  wrote  to  Jay,  March  g,  desiring,  before  entering  into 
a  discussion  on  terms  of  alliance,  to  know  the  civil  and  military  condition 
of  the  United  States,  fjaj-.  Correspondence  and  Public  Papers,  I,  277.) 
Jay  replied  in  a  lengthy  memorial  on  April  25.     (Ibid.) 

^^Jay,  "Notes  on  Conference  with  Florida  Blanca  taken  immediately 
after  the  conversation."'     (Wharton.  Dip.  Cor..  III.  722  ct  sea.) 

3^Vergennes  to  Montmorin,  March  13,  1780.  (Esp.,  598.  no.  37,  new 
106.)  Vergennes  frequently  expressed  his  opinion  of  Spanish  policy  as 
selfish  and  unreasonable,  with  no  regard  for  the  rights  of  other  nations. 
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ance  with  this  policy  he  proposed  attacks  on  Florida,^^ 
Jamaica,  Gibraltar  and  other  English  possessions.^^  In 
fact  the  French  ministry  displayed  more  zeal  and  energy 
in  these  undertakings  than  did  the  Spanish  court.  Of  all 
the  campaigns  inaugurated  by  Florida  Blanca  only  that 
of  Galyez  in  Louisiana  was  carried  out  with  yigor,  and  he 
was  unsupported  by  the  other  Spanish  goyernors.^*^  While 
Spaniards  were  congratulating  themselyes  on  their  victo- 
ries on  the  Mississippi,  their  French  allies  were  urging 
them  to  perfect  their  control  of  the  Gulf  of  Mexico,  by  an 
attack  on  Mobile  and  Pensacola,  and  even  to  attempt  the 
conquest  of  Jamaica. 

In  March  ]Montmorin  reported  to  Yergennes  his  sus- 
picions that  Spain  had  begun  through  the  Count  of  Lisbon 
negotiations  for  peace  with  England.  These  negotiations 
were  a  source  of  much  uneasiness  to  the  French  ministry; 
and  it  was  felt  necessary  to  take  j)art  in  them  so  as  to 
assure  the  principal  object  of  the  war,  the  independence  of 
the  United  States.^^  Montmorin  at  once  began  representa- 
tions to  Florida  Blanca  of  the  danger  of  allowing  the 
United  States  to  return  to  the  dominion  of  England,  to 
which  the  latter  replied  that  he  would  provide  a  source  of 
constant  quarrels  and  divisions  between  the  two.^^  Yer- 
gennes saw  at  once  that  if  these  negotiations  were  allowed 
to  continue  the  interests  of  the  United  States  would  be 
sacrificed  and  France  humiliated.  So  serious  was  the  situ- 
ation lliat  Louis  XYI  wrote  directly  to  Charles  III  urging 
that  tlie  two  ])owers  should  continue  to  act  together.^^  To 
this  the  res])()use  was  favorable  and  Charles  declared  that 
he  would  never  ''com])r()inise  eitlier  the  dignity  of  his 
crown  or  its  sacred  engagements.-'^^    Florida  Blanca  gave 


•isvergennes  to  Montmorin,  March   13.     (Esf>.,  no.  38,  new  108.) 
39Montmorin  to  Vergennes,  March  13.    (Ibid.,  fol.  181.) 
^"Montmorin  to  Vergennes,  March   13.     (Ibid.,  599.  no.  41,  new    76.) 
•♦^Montmorin  to  Vergennes,  March   13.     (Ibid.,  598,  no.  42,  new  125.) 
^-Alontmorin  to  Vergennes.  April  14.     (Ibid.,  no.  160,  new  413.) 
*3Doniol,  Histoirc,  IV.  551-554. 
**Ibid.,  456,  note. 
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some  rather  lame  excuses  for  the  presence  of  a  British 
agent  in  Spain  and  the  affair  was  allowed  to  drop. 

This  incident  convinced  Vergennes  that  it  was  neces- 
sary to  give  Spain  additional  concessions  if  she  were  to 
maintain  an  interest  in  the  war.  In  order  to  allay  Span- 
ish suspicions,  he  prepared  a  memorial  on  the  benefits  of 
an  alliance  with  the  United  States  in  which  he  maintained 
that  there  was  no  danger  to  the  possessions  of  the  Spanish 
monarchy  so  long  as  the  United  States  were  dependent 
upon  the  two  crowns  for  protection  and  that  this  depend- 
ence would  exist  as  long  as  England  held  Canada  and 
Ohio.^-^  Thus  it  appeared  that  Vergennes  would  not  insist 
on  the  American  claims  to  the  Northwest.  Montmorin  in- 
formed him  that  the  great  obstacle  to  an  agreement  be- 
tween the  United  States  and  Spain  was  the  navigation  of 
the  Mississippi,^'^'  and  on  this  account  negotiations  were 
proceeding  slowly  and  likely  to  continue  to  do  so.  He 
expressed  to  Vergennes  the  belief  that  it  would  be  well 
to  inform  Spain  of  the  terms  of  alliance  between  France 
and  the  United  States,  to  which  the  latter  replied  that  the 
best  explanation  of  the  relations  between  the  two  coun- 
tries was  the  text  of  the  treaty  of  alliance.  "Independ- 
ence," he  wrote,  "is  the  first  of  all;  it  is  tlie  basis  of  our 
common  treaty  and  ought  to  be  for  the  negotiations  of 
peace.  The  guarantee  of  the  domains  of  the  United  States 
is  contingent,  their  extent  will  be  determined  only  by  a 
future  pacification.""^'     He  was  still  determined,  however. 


45Vergennes  wrote  to  Montmorin,  April  26,  1780:  "Si  les  premiers 
[the  United  States]  doivent  a  I'influence  et  a  la  protection  des  deux 
couronnes  leur  independance  et  que  les  autres  [the  British]  conservent 
ce  dont  il  nest  que  .  .  .  possible  de  les  priver  la  nouvelle  Ecosse,  le  Can- 
ada, et  L'Ohio,  dans  Cette  position  les  Americains  auront  toujours  besoin 
des  deux  couronnes  pour  contenir  et  en  imposer  a  un  voisin  qui  sans 
entreprendre  sur  leur  liberte  deverrue  constitutionelles  ne  cessera 
d'empieter  sur  leur  territorie.     (Esp.,  399,  no.  35,  new  8.) 

*^Ibid.,  599,  no.  51.  new  119;  ibid.,  599,  no.  60,  new  85. 

■^^Vergennes  to  Montmorin,  June  12,  1780.  (Ibid.,  599,  no.  44,  fo'- 
282.) 
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to  drive  the  English  out  of  all  territory  whicli  was  an  inte- 
gral part  of  the  thirteen  states.*^  Vergennes  himself  ap- 
peared to  be  confused  as  to  just  what  were  the  claims  and 
rights  of  the  United  States. 

In  June,  1780,  news  reached  Spain  of  the  capture  of 
Mobile  by  the  army  of  Galvez.  The  court  and  nation  gave 
way  to  the  liveliest  expressions  of  joy,**^  and  the  feeling 
arose  that  the  Spanish  army  could  defeat  the  English 
without  any  foreign  assistance.  The  effect  was  disastrous 
to  the  work  of  Jay,  who  found  Florida  Blanca  henceforth 
more  arrogant  and  exacting,  and  more  unfavorable  to  the 
claims  of  Congress.^*^  After  his  conference  with  Florida 
Blanca  in  May,  Jay  was  unable  to  get  any  further  propo- 
sitions from  liim  on  the  subject  of  a  treaty.  He  always 
avoided  any  mention  of  giving  aid  to  the  American  cause 
and  to  the  notes  of  Jay  on  the  subject  he  had  returned  no 
reply.  Bills  kept  coming  in  for  Jay  to  pay,  and  finally  in 
desperation  he  went  to  Montmorin  for  help.  The  French 
minister  promised  to  do  what  he  could;  and  early  in  Sep- 
tember Florida  Blanca  sent  his  secretary  Gardoqui  to  re- 
open negotiations  with  the  American  commissioner. 

The  conferences  with  Gardoqui  began  on  September 
3,  and  the  first  question  that  came  up  was  the  payment 
of  bills  drawn  on  Jay.  Gardoqui  remarked  that  if  the 
United  States  expected  any  help  from  Spain  they  must 
be  prepared  to  offer  some  consideration  in  return.  He 
hinted  that,  among  other  things,  the  renunciation  of  the 
right  to  navigate  the  Mississippi  would  be  most  acceptable 
to  his  court.^^  To  this  suggestion  Jay  replied  that  the 
Mississippi  could  not  come  in  question  as  a  consideration 
for  a  hundred  thousand  pounds.  He  declared,  furthermore, 
that  the  American  nation  regarded  this  river  as  the  natural 
outlet  to  the  vast  and  fertile  regions  of  the  West,  and  that 
witliout  it  the  settlers  beyond  the  Alleghanies  could  never 

48Vergennes  to  Montmorin,  (Esjy.,  599.  no.  120.) 
*^Ibid.,  599,  no.  65,  66 ;  ibid.,  no.  194. 
'*°Jay,  Correspondence  and  Public  Papers,  I,  386. 
''I Jay  to  Congress.     (Wharton,  Dip.  Cor.,  IV,  64.) 
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hope  to  get  their  products  to  the  sea.  To  these  arguments 
Gardoqui  observed  that  the  Americans  would  not  need 
this  navigation  during  their  generation  and  that  future 
generations  could  care  for  themselves. 

Jay  was  much  discouraged  at  the  progress  of  his  nego- 
tiations in  Spain  and  wrote  in  a  despairing  tone  to  Frank- 
lin.^^  He  felt  that  little  help  could  be  expected  from  Spain, 
altho  he  was  again  convinced  of  the  friendship  of  France.^^ 
Franklin,  however,  was  more  optimistic  and  urged  Jay  to 
continue  his  efforts.  He  agreed  with  him,  however,  that 
the  United  States  should  never  give  up  the  right  to  the 
free  navigation  of  the  Mississippi.^^ 

On  the  evening  of  the  23rd  Jay  was  admitted  to  a  con- 
ference with  Florida  Blanca  on  the  points  at  issue  between 
the  two  countries.  During  the  conversation  Jay  once 
more  brought  up  the  question  of  an  alliance;  but  Florida 
Blanca  replied  that  there  was  no  occasion  to  hurry,  and 
Jay  would  have  time  to  obtain  instructions  from  Congress 
on  the  articles  to  be  proposed.  He  then  brought  up  the 
question  of  the  exclusive  navigation  of  the  Mississippi  and 
its  importance  to  Spain,  which  nation,  he  declared,  would 
hold  to  her  rights.  He  observed  that  ''unless  the  Spaniards 
could  exclude  all  nations  from  the  Gulf  of  Mexico,  they 
might  as  well  admit  all,"  that  it  was  one  of  the  principal 
objects  of  the  war  and  of  greater  importance  even  than 
Gibraltar.  If  they  could  obtain  this,  he  said,  it  would  be  a 
matter  of  indifference  whether  or  not  Spain  obtained  any 


''-Jay,  Correspondence  and  Public  Papers,  I,  395. 

^^"When  I  consider  on  the  one  hand  that  France  was  our  first,  and  is 
still  our  best  and  almost  only  friend,  that  she  became  an  ally  on  terms 
of  equality,  neither  taking  nor  attempting  to  take  ungenerous  advantage 
of  our  situation,  .  .  .  gratitude  and  generosity  forbid  me  to  solicit  a 
further  tax  on  her  generosity."  Jay  to  Congress,  September  22,  1780. 
(Wharton,  Dip.  Cor.,  IV,  65.) 

5*"Poor  as  we  are  yet,  I  know  we  shall  be  rich.  I  would  rather  agree 
with  them  to  buy  at  a  great  price  the  whole  of  this  right  on  the  Missis- 
sippi than  sell  a  drop  of  its  waters.  A  neighbor  might  as  well  ask  me  to 
sell  my  street  door."    Franklin  to  Jay,  October  2,  1780.     {Ibid.,  IV,  75.) 
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other  cession.^^  This  interview  convinced  Jay  that  there 
was  no  hope  of  an  immediate  treaty  with  Spain,  and  he 
turned  his  attention  to  other  matters. 

Altho  Spain  iiad  given  the  fullest  assurance  of  loyalty 
to  France,  she  continued  her  negotiations  with  England. 
France  was  aware  of  her  actions,  but  was  in  no  position 
to  interfere.  Tlie  war  in  America  liad  produced  no  bril- 
liant victories;  the  treasury  was  depleted f^  and  the  king, 
grown  despondent,  was  anxious  for  peace.  The  fears  of 
Louis  were  further  increased  by  the  constant  demands  of 
the  Spanish  court  for  a  general  pacification.  Vergennes 
also  was  anxious  for  peace,  but  he  had  resolved  to  obtain 
it  only  on  terms  honorable  to  his  king  and  in  accordance 
with  his  promises  to  the  United  States.^'  What  disturbed 
him  most  was  the  Spanish  insistence  upon  the  uti  possidetis 
in  America,  wliicli  would  leave  England  in  possession  of 
New  York  and  the  two  most  southern  states.^^  He  urged 
Montmorin  to  sound  Florida  Blanca  again  to  see  if  he 
would  consent  to  the  recognition  of  the  United  States  with 
all  their  possessions,  for  he  held  that  tliis  was  the  only 
honorable  course  for  all  concerned. 

Florida  Blanca  continued  liis  negotiations  with  Great 
Britain,  on  the  basis  of  the  cession  of  (xibraltar  to  Spain 
and  of  leaving  that  country  in  possession  of  all  otlier  terri- 
tory ilien  hold  by  her  arms."^    Tliis  would  have  given  Spain 

•"'■'Jay   to  Congress,  November  6.     (Wharton.  Dip.  Cor.,  IV,  146.) 

•'-cDonioI,  Histoire,  IV,  487. 

•''^Ibid.,  488;  Vergennes  to  the  king,  September  27,  1780.  {Archives 
Nationales,  164,  no.  3.) 

•'■'^Vergennes  to  Montmorin,  September  27.     {Esf.,  601,  no.  17.  new  38.) 

•''^Vergennes  wrote  to  Montmorin  that  "Either  the  outcome  of  the  war 
will  be  most  happy  for  England  or  that  power  will  suffer  great  misfor- 
tunes; in  the  first  case  Spain  will  redouble  her  efforts  to  make  peace  with 
least  disadvantage  to  herself  and  probably  with  greatest  disadvantages  to 
us;  in  the  second  case  the  court  of  London  will  make  the  most  liberal  and 
most  appropriate  offers  to  seduce  Spain  ;  she  will  show  herself  disposed 
to  cede  Gibraltar,  Pensacola,  and  Mobile,  and  perhaps  a  part  of  the  fish- 
eries of  Newfoundland,  providing  the  Americans  should  be  abandoned 
and  France  forced  to  break  her  agreement  with  them."  September  2~y 
1780.     {Esp.,  601,  no.  155.) 
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possession  of  all  she  wished  in  Florida  and  have  left  the 
United  States  at  the  mercy  of  their  neighbors;  but  it  was 
a  policy  to  which  Vergennes  would  not  agree.  Florida 
Blanca  had  asserted  that  the  United  States  were  still  at- 
tached to  England  and  would  prove  ungrateful  allies  to 
France  ;*^"  but  his  arguments  did  not  appeal  to  the  French 
minister,  who  reasoned  that  with  England  in  possession  of 
Canada,  there  could  be  nothing  but  perpetual  hostility 
between  the  two  nations.'^^ 

It  was  apparent  that  Spain  would  continue  her  efforts 
to  make  peace  on  the  basis  of  uti  jm^isidetis,  and  the  French 
court  feared  that  it  might  have  to  accede  to  these  terms. 
In  order,  however,  to  obtain  for  the  United  States  as  much 
of  their  territory  as  possible,  Montmorin  proposed  to  trans- 
fer the  seat  of  war  to  America,  and  endeavor  to  drive  the 
British  out  of  New  York  and  their  position  in  the  south. "^ 
This  proposition  received  serious  consideration  from  Ver- 
gennes, who  saw  that  the  Spaniards  were  trying  to  confine 
the  United  States  to  the  interior,  and  to  leave  England  in 
possession  of  all  their  seaports,*^^"  an  outcome  which  he 
was  resolved  to  prevent.  Spain  had  no  sympathy  for  Eng- 
land, but  she  disliked  revolting  colonies  and  she  wished  to 
make  this  rebellion  a  terrible  example  to  her  own  posses- 
sions. No  other  motive  could  have  led  her  to  demand  such 
hard  conditions  as  the  price  of  recognition  of  the  United 
States,  and  to  demand  such  conditions  against  the  wishes 
of  her  old  time  friend  and  ally,  France. 

Vergennes  was  now  firmly  convinced  that  the  only 
aim  of  Spain  was  to  get  all  she  could  out  of  the  war  even 
at  the  sacrifice  of  the  interests  of  the  United  States  and 


^"Montmorin  to  Vergennes,  November  20.     {Esp.,   115,  no.  142.) 

'^Vergennes  to  Montmorin,  December  8.     (Ibid.,  go,  no.   172.) 

^^Montmorin   to  Vergennes,  October  30,   December  20,   1780.     (Ibid., 
no.  100;  ibid.,  no.  loi  ;  ibid.,  no.  219.) 

'^Vergennes  to  Montmorin,  November  20.     (Ibid.,  no.  155,  fol.  385.) 
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the  honor  of  France.^^  As  late  as  I^Iarch,  1781,  Florida 
Blanca  had  shown  his  objections  to  recognizing  the  inde- 
pendence of  the  United  States.  He  suggested,  however, 
that  it  would  be  a  great  concession  if  their  independence 
could  be  assured  with  such  territory  as  thev  then  held, 
while  the  British  should  be  left  in  possession  of  all  that 
was  occupied  by  their  troops/"^  He  intimated  also  that 
Spain  desired  to  control  the  navigation  of  the  Mississippi 
and  to  obtain  the  ancient  province  of  Eastern  Louisiana'^'' 
in  addition  to  the  Floridas.  On  these  questions  Vergennes 
took  no  stand,  for  he  felt  that  they  could  be  settled  at  the 
time  of  the  peace  negotiations  between  the  two  interested 
powers."'  At  the  same  time  he  declared  that  the  United 
States  must  be  recognized  as  an  independent  nation  with 
all  the  territories  that  were  a  riglitful  part  of  their  domin- 
ions. 

France  was  anxious  for  peace  and  was  ready  to  make 
many  concessions  to  obtain  it.  The  national  treasury  was 
empty  and  there  were  constant  demands  upon  it,  not  only 
to  supply  French  needs  but  also  those  of  her  allies.  The 
war  had,  on  the  whole,  been  unsuccessful,  and  reports  of 
victory  were  infrequent.  Before  seeking  peace,  however, 
Vergennes  resolved  to  make  one  more  attempt  to  drive  the 
English  entirely  out  of  the  United  States  and  thus  secure 
for  tliem  territorial  unity  and  a  real  independence.  If  this 
attempt  should  succeed,  France  could  then  enforce  an  hon- 
orable peace ;  "if  we  fail,"  he  Avrote,  "we  ought  not,  at  least, 
to  be  blamed  for  having  neglected  anything  in  our  power 

•^^''Ncver  lose  sight  of  tlic  fact  tliat  Spain  is  devoted  to  her  own  inter- 
ests before  all  else  and  that  she  will  subordinate  to  them  all  other  condi- 
tions of  peace,  that  she  will  interest  herself  very  little  in  the  Americans, 
whose  independence  she  would  see  with  grief.''  Vergennes  to  Montmorin, 
January  22,  1781.     (Esp.,  602,  no.  47.) 

^'•■^Montmorin  to  Vergennes,  March  11,  1781.     (Ibid.,  no.  16.  fol.  303.) 
"^Marbois  to  Montmorin,  October  17,   1780.      (Ibid..  601.  no.  63,   fol. 

I35-) 

""Montmorin  to  Vergennes,  March  12,  1781  (ibid.,  602,  no.  18,  fol. 
310.)  Vergennes  to  Montmorin,  April  12,  1781  (Ibid.,  603.  no.  25,  fol. 
57.) 
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to  procure  it."^^  The  efforts  of  the  French  forces  were  to 
be  directed  equally  in  the  interests  of  Spain  and  of  the 
United  States.  De  Grasse  was  sent  with  a  powerful  fleet 
to  America,^  ^  and  large  sums  of  money  Avere  given  to 
Washington  with  which  to  equip  new  troops."*^  At  the 
same  time  preparations  were  made  for  a  new  expedition 
against  Pensacola.'^  Soon  after  this  Vergennes  wrote  to 
Luzerne  that '  the  king  was  in  accord  with  the  policy  of 
Congress  to  uphold  ihe  territorial  rights  of  the  union,  but 
warned  him  that  the  fortunes  of  war  were  such  that  some 
sacrifices  might  be  necessary  for  peaceJ^  The  tone  of  this 
message  displayed  a  spirit  of  fairness  and  cordiality  to- 
wards the  United  States,  in  striking  contrast  to  the  arro- 
gant demands  of  Spain. 

During  the  past  year  Spain  and  France  had  drifted 
farther  apart,  haying  moved  along  different  lines  of  action. 
Spain  wished  to  abandon  the  United  States  in  return  for 
concessions  from  England ;  France  insisted  that  independ- 
ence should  be  the  first  condition  of  peace  and  that  other 
advantages  should  be  sought  only  after  this  was  recog- 
nized. This  was  a  policy  France  had  consistently  main- 
tained ;  and  in  the  face  of  military  reverses  and  an  impover- 
ished treasury  and  in  opposition  to  the  entreaties  and 
threats  of  her  Spanish  ally,  slie  remained  the  loyal  and 
unfaltering  friend  of  the  nation  she  had  called  into  life. 


^^Doniol,  Hisioire,  IV,  544. 
^^Esp.,  602,  no.  137. 
'ODoniol,  Histoire,  IV,  587. 
'^Esp.,  603,  no.  80. 
^-E.  v.,  XVII,  no.  15s,  new  19. 


CHAPTER    VIII 

LUZERNE  AND  THE  PKETEN^ION.S  OF  SPAIN. 

The  iDdepeiicleiice  of  the  United  States  was  witli  Ver- 
genues  the  prime  object  of  the  war,  and  continued  through- 
out the  first  aim  of  his  policy.  To  him  this  meant  the  in- 
dependence of  the  thirteen  states  with  all  the  territories 
belonging  to  them.  The  extent  of  their  dominions  he  did 
not  know,  and  his  idea  of  it  varied  from  time  to  time.  He 
did  not,  however,  consider  at  any  time  either  Canada  or 
the  Floridas  as  a  part  of  the  republic,  for  these  provinces 
had  never  joined  in  the  rebellion,  and  throughout  the  war 
remained  peaceful  subjects  of  Great  Britain.  If  they  still 
were  a  part  of  the  British  Empire  it  followed  naturally 
enough  that  they  were  legitimate  subjects  of  conquest  for 
any  nation  at  war  with  the  mother  country.  Canada  the 
French  minister  had  resolved  to  leave  to  the  British  crown; 
but  Spain  looked  with  greedy  eyes  upon  the  Floridas,  and 
he  saw  no  reason  why  slie  should  not  have  these  provinces. 

There  yet  remained  the  question  of  tlie  West;  the 
control  of  the  jNIississippi  Valley  and  of  the  river  that 
bears  its  name.  Vergeunes  liad  been  slow  to  express  his 
opinion  on  the  subject,  for  he  liad  no  knowledge  of  the 
merits  of  the  dis])ute,  and  Avas  compelled  to  depend  on  the 
rei)orts  of  his  agents  and  the  representations  of  Florida 
Blanca.  From  the  former  he  learned  of  the  conflicting 
o])ini()ns  in  Congress  and  of  the  large  number  of  men  there 
wlio  were  willing  to  surrender  all  claims  to  the  West;  from 
the  latter  he  heard  only  assertions  of  Spain's  right  to  this 
domain  and  demands  that  it  be  acknowledged.^ 

Political  considerations  also  doubtless  influenced  Ver- 
gennes.  He  was  anxious  to  hold  Spain  to  the  war  and  felt 
it  necessary  to  make  many  concessions  to  keep  her  in  good 
humor,  and,  on  the  otlicr  hand,  he  identified  tlie  i)arty  in 

^See  Vergcnnes's  instructions  to  Luzerne.  July  i8,  1779.  pp.  133,  134. 
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Congress  opposed  to  Spanish  pretensions  with  the  anti- 
Gallican  party.  Under  the  influence  of  these  impressions, 
he  drew  up  instructions  for  Luzerne  in  July,  1779.  It  was 
here  that  he  first  took  a  definite  stand  on  the  great  ques- 
tions at  issue,  and  his  decision  was  against  the  United 
States.  On  the  navigation  of  the  Mississippi  he  upheld  the 
contentions  of  Spain  and  he  gave  no  encouragement  to  the 
hopes  of  the  Americans  to  extend  their  authority  over  the 
West.  It  is  possible  that  he  did  not  understand  the  full 
extent  of  Spanish  claims  in  the  Mississippi  Valley,  but 
when  those  claims  were  defined,  France  had  already  com- 
mitted herself  to  the  Spanish  position. - 

Luzerne  arrived  in  America  at  a  time  when  Congress 
was  most  anxious  for  an  alliance  with  Spain  and  was  will- 
ing to  make  many  concessions  to  obtain  it.^  The  new  min- 
ister landed  in  Boston  and  spent  some  time  investigating 
the  attitude  of  New  England.  He  quickly  came  to  the 
conclusion  that  the  people  of  this  region  still  desired  the 
annexation  of  Canada  in  order  to  control  the  fisheries,  and 
if  they  could  not  get  all  of  Canada  they  would  at  least  in- 
sist upon  Xova  Scotia.^     The  efforts  of  Gerard  to  induce 


-Vergennes's  instructions  to  Luzerne,  Jul\-  i8,  1779.  In  these  instruc- 
tions Vergennes  spoke  of  the  West  in  a  verj-  vague  way.  At  the  most 
he  thought  of  leaving  only  the  lower  Mississippi  in  Spanish  hands,  while 
the  Northwest  was  unsettled.  Some  time  later  he  wrote  that  it  was 
hardly  possible  "de  les  [English]  privers  la  nouvelle  Ecosse,  le  Canada, 
et  L'Ohio  .  .  .  ."  Vergennes  to  Montmorin,  April  26,  1780.  (Esp.,  599, 
no.  35,  new  8.) 

""On  [Congress]  a  aussi  delibre  sur  le  Traite  a  proposer  a  I'Espagne; 
On  a  conclu  qu'on  lui  offriroit  la  guarantie  des  Florides  mais  on  n'est 
pas  encore  conveniie  definitivement  si  on  contribueroit  a  lui  conquete." 
Gerard  to  Vergennes,  August  8,   1779.      (£.   U.,  IX.  new  83.) 

*Luzerne  wrote  that  the  conquest  of  Canada  lay  near  the  hearts  of 
the  New  Englanders  because  they  regarded  that  country  as  a  safeguard 
to  their  independence,  but  if  they  were  compelled  to  choose  between  the 
two  they  would  take  Xova  Scotia  on  account  of  the  fisheries.  September 
3,  1779-     Uhid.,  X,  no.  4.) 
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this  section  of  the  country  to  give  up  all  idea  of  conquest 
had  proved  fruitless.^ 

The  Floridas,  however,  did  not  offer  so  difficult  a 
problem.  Congress  had  practically  decided  on  a  policy 
by  which  they  were  to  go  to  Spain  on  condition  that  tlie 
right  to  navigate  the  Mississippi  and  the  use  of  a  port  on 
the  Gulf  be  given  the  United  States.*^  To  the  Southern 
delegates,  according  to  Gerard,  the  use  of  a  port  on  the 
Gulf  was  of  more  importance  than  the  right  to  navigate 
the  river  J  Gerard  wished  Spain  to  take  possession  of  the 
Floridas  at  once,  and  suggested  that  the  question  of  the 
ownership  of  Eastern  Louisiana  and  the  navigation  of  the 
Mississippi  be  left  to  future  settlement.^ 

Both  Spain  and  the  United  States,  however,  were  in- 
sistent upon  their  claims  to  the  Southwest.  The  points  at 
issue  were  further  complicated  by  the  conflicting  demands 
of  the  several  states.  Virginia  and  other  states  laid  claim 
to  vast  regions,  in  virtue  of  their  ancient  charters,  while 
the  landless  states  held  that  dominion  won  by  the  common 
efforts  should  be  the  property  of  all.^    These  contentions 


^"je  me  suis  vivement  recrie  Mgr.  centre  I'idee  de  conquerir  ainsi 
d'un  trait  de  plume  une  des  possessions  plus  importantes  de  I'Angre  .... 
J'ai  observai  qu'il  n'y  auroit  que  trop  de  peine  a  obtenir  I'independance 
et  la  restitution  san  equivalent  des  Territoires  conquis  par  les  armes  de 
Gde  Bretagne."  Gerard  to  Vergennes,  March  i,  1779.  (E.  U.,  VII,  no. 
67,  new  123.) 

•'See  page  128. 

"Gerard  wrote  to  Vergennes,  September  25,  that  Congress  would  offer 
Spain  the  guarantee  of  the  Floridas  up  to  the  thirty-first  degree  of  lati- 
tude and  even  promise  assistance  in  conquering  them,  on  condition  that 
Spain  would  grant  the  United  States  the  free  use  of  the  Mississippi,  and 
give  them  a  port  south  of  the  thirty-first  degree  of  latitude.  (£.  U.,  X, 
no.  2)7,  new  125.) 

^'Gerard  to  Vergennes,  September  7.     (Ibid.,  no.  20,  new   122.) 

^"  .  .  .  il  est  bicn  a  craindre  Monseigneur  que  ces  avantages  memes 
ne  soient  une  cause  de  desordes  dans  la  Republique  americain  et  que  la  !«''« 
conquete  de  leur  armees  reunie  ne  repande  parmi  eux  de  nouveaux  germes 
de  disunion.  Les  delegues  des  fitats  Limitrophes  pretendent  y  avoir  des 
droits  incontestables  en  virtu  de  leurs  Chartes  .  .  .  ."  Gerard  to  Ver- 
gennes, November  8,   1779.     (Ibid.,  X.  no.  9,  new  81.) 
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gave  Spain  a  decided  advantage  in  the  negotiations,  an 
advantage  which  she  pressed  to  the  utmost. 

For  some  time  Miralles  had  taken  little  part  in  the 
discussions  concerning  the  West,  and,  apparently  without 
the  authority  of  his  court,  had  left  the  interests  of  his 
country-  to  tlie  care  of  Luzerne.  Wlieu  in  November,  1779, 
P'lorida  Blanca  instructed  his  agent  to  seek  the  aid  of  Con- 
gress in  the  conquest  of  the  Floridas  and  the  lower  Missis- 
sippi,^*' Miralles  at  once  asked  the  lielp  of  Gerard.  The 
forces  of  the  United  States  had  already  penetrated  the 
West,  and  it  was  plain  that  pressure  must  be  brought  to 
bear  if  Spain  were  to  make  good  her  pretentions  there.^^ 

Luzerne  proceeded  cautiously  in  this  work.  He  did 
not  explain  to  Congress  the  full  purport  of  Miralles's  in- 
structions, but  spoke  at  length  of  the  necessity  of  coopera- 
tion between  the  United  States  and  Spain.  The  conquest 
of  the  Southwest  he  represented  as  merely  a  combined  at- 
tack upon  the  possessions  of  Great  Britain,  and  he  said 
nothing  of  the  ultimate  ownership.^- 

Congress  was  perfectly  agreeable  to  the  project  of  let- 
ting Spain  have  the  Floridas,  but  it  showed  a  determina- 
tion to  maintain  American  claims  to  the  West.^^    Luzerne 

^"After  speaking  of  the  Floridas,  Miralles  said  to  Luzerne :  "Je  suis 
aussi  charge  d'inviter  I'honorable  Congres  a  entreprendre  la  conquete  du 
territoire  et  de  possession  occuper  par  les  Anglois  au  Nord  Est  de  la 
Louisiane  et  comme  le  Gonvernment  de  cette  province  par  ses  lumieres 
pent  contribue  infiniment  an  succes  d'une  pareille  entreprise  il  desire  de 
connoitre  le  plan  d'operation  auquel  le  Congres  s'arreter  dans  cette 
partie."  September  25,  1779.  {Papers  of  Continental  Congress,  no.  195, 
vol.  I,  fol.  21  :    Letters  of  Luzerne.) 

^^Le  succes  le  plus  complet  a  accompagne  cette  entreprise  et  les 
Etats  unis  se  trouvent  aujourd'hui  tant  par  le  droit  de  conquete  que  par 
I'emigration  totale  des  habitans  possesseurs  d'une  vaste  et  fertile  contree." 
Luzerne  to  Vergenncs.  November  8.     (£.  IL,  X,  no.  9,  new  81.) 

'^-Papers  of  Continental  Congress,  no.  95;  Letters  of  Luzerne,  vol.  I, 
fol.  25. 

^^Congress  referred  the  matter  of  the  Floridas  to  Washington,  who 
agreed  to  approve  the  expedition  as  soon  as  the  British  were  driven  out 
of  the  Southern  states.  Luzerne  to  Vergennes,  December  17,  1779.  (E.  U., 
X,  no.  118,  new  2,t,- :  Journals  of  Continental  Congress  (Ford  ed.), 
XV,  1331-2;  ibid.,  1387.) 
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hesitated  to  press  the  matter  for  he  saw  many  difficulties 
in  the  way  and  did  not  dare  offend  the  United  States.  Vir- 
ginia claimed  all  the  country  westward  to  the  Mississippi 
and  was  busy  conquering  it.^^  Under  these  circumstances 
Luzerne  saw  no  way  for  Spain  to  get  possession  of  this 
territory  unless  she  could  seize  it  before  the  Americans 
could  further  occupy  it.  After  some  effort,  however,  he 
got  several  members  of  Congress  to  admit  that  this  region 
was  not  a  part  of  the  thirteen  states,  and  as  such  was  open 
to  conquest  by  any  enemy  of  Great  T>ritain.  They  were 
careful  to  state,  however,  that  the  United  States  had  an 
equal  right  to  conquer  this  country ;  and  as  Americans  al- 
ready held  Kentucky  and  Tennessee,  and  the  success  of 
George  Rogers  Clark  seemed  assured,  this  admission 
amounted  to  little  towards  forwarding  the  plans  of  Spain.^'^ 

i*"M.  de  Mirallcs  auroit  desire  que  jappu\asse  ses  demandes  d'une 
inaniere  plus  articulec  que  je  n'ai  pas  fait  ....  Xon  obstant  ses  in- 
stances j'ai  cru  devoir  me  borner  a  des  simples  insinuations  ....  Vous 
remarquerez  cependant  que  dans  la  reponse  que  M.  le  President  me  fait 
au  nom  du  Congres  il  garde  le  Silence  Sur  la  requisition  dont  lui  a  fait 
part  M.  de  Miralles  d  S'occuper  de  la  conquete  des  parties  de  la  Louisiana 
et  dependance  dont  les  Anglois  Sont  en  possession  Sans  ajouter  pour  le 
compte  dc  qui  cette  conquete  doit  etre  fait.  J'ai  lieu  de  presumer  que 
les  interets  dc  quelques  fitats  et  leurs  vues  d'agrandissement  sont  cause 
de  ce  silence  autant  que  I'Ultimatum  dont  M.  Adams  est  charge.  En  eftet 
la  Virginie  poursuit  ses  Enterprises  contre  les  parties  du  territoire  britan- 
nique  qui  Se  trouvent  comprises  entre  les  anciennes  limites  de  cet  Etat 
et  le  Mississipi  ct  pretend  que  Sa  charter  lui  donner  des  droit  incontes- 
tables  sur  ses  territoires  D'un  autre  cote  I'incertitude  qui  a  subsiste  avant 
la  paix  de  1763  touchant  les  anciennes  limites  de  la  Louisiane,  et  les  lettres 
du  Gouvcrneur  dc  la  havane  a  Don  Juan  paroissent  a  quelques  egards 
indiquer  que  la  Cour  de  Madrid  a  des  vues  Sur  ces  memes  territoires,  et 
qu'on  invitant  les  Etats-unis  a  en f aire  la  conquete,  elle  supose  qu'ils  les 
lui  cederont  de  la  meme  maniere  que  la  floride  orientale  I'etre.  en  cas 
qu'ils  puissant  la  conquerir."  Luzerne  to  Vergennes,  December  17,  1779. 
(£.  U.,  X.  no.  18,  new  118.) 

'•'•"  .  .  .  .  il  est  vraisemblablc  qu'il  nc  se  ileterminera  pas  aisement  a 
vendrc  ou  a  coder  ce  qu'il  aura  conquis.  Ainsi  Monsiegneur,  Si  la  Cour 
[of  ^Madrid]  a  reelement  des  projets  Sur  ces  territoires  et  qu'il  ayent 
I'aprobation  du  Roi,  il  seroit  convenable  que  cette  Cour  s'occupat  de  leur 
execution,  ou  du  moins  la  preparat  pas  des  insinuation?  faites  au  Congres 
tandis  qu'il  en  est  encore  terns.    Un  nombre  assez  considerable  de  Delegues 
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Willi  the  bright  prospects  for  success  in  the  West, 
Congress  assumed  a  more  independent  attitude  towards 
Spain,  and  even  threatened  to  hold  no  more  communication 
with  Miralles,  unless  he  were  officially  accredited  from  his 
court.^^  They  spoke  boldly  of  Clark's  conquests,  and  treated 
the  interests  and  claims  of  Spain  with  contempt,  while 
eyen  France  received  less  courtesy  than  formerly. 

Canada  again  came  in  for  a  share  of  attention,  this 
time  doubtless  through  the  influence  of  the  New  England 
delegates.^"  Washington  now  approved  its  conquest  but 
Luzerne  opposed  the  measure  strenuously.^^  When  a  dele- 
gate asked  for  the  cooperation  of  the  French  fleet,  he  de- 
clared that  the  most  important  duty  was  to  drive  the  Brit- 
ish from  the  states  and  then  it  would  be  honorable  to  offer 
freedom  to  the  Canadians.^ '^  In  this  project  Luzerne  could 
see  nothing  but  jealousy  of  the  North  towards  the  plans  of 
the  Southern  states,  and  he  declared  that  New  England  was 
ready  to  sacrifice  the  rights  of  her  neighbors  for  the  sake 
of  the  Canadian  fisheries.-'^ 

The  pretensions  of  Congress  did  not  meet  the  approval 
of  Vergennes.     He  declared  that  the  guarantee  of  France 

envisagent  ces  Countrees  comme  apartenantes  reelement  a  I'Angleterre  en 
virtu  du  Traite  de  Paris  et  non  obstant  les  termes  des  differentes  chartres 
ils  sont  disposes  a  reconnoitre  le  droit  de  la  puissance  enemi  de  la  Grande 
Bretagne  qui  enfera  la  conquete.  En  attendant  un  officier  des  Troupes  de 
Virginie  comme  sous  le  nom  du  Colonel  Clark,  homme  d'un  genie  actif 
et  audacieux  fait  dans  I'Ouest  des  courses  qu'on  considera  un  jour  comme 
des  conquetes  et  Ton  m'assure  d'une  maniere  positive  que  sans  egard  aux 
Stipulations  du  Traite  du  Paris  cette  officier  s'est  avance  de  I'autre  cote 
du  Mississipi  a  une  distance  tres  considerable,  et  a  pris  possession  au  nom 
de  I'Etat  qu'il  Sut  .  .  .  ."     E.  U..  X.  no.  i8.  new  Ii8. 

i^Washington,   Writings   CFord  ed.).  VIII,   138-141. 

i^Luzerne  to  Vergennes,  December  13.    (E.  U.,  X,  no.  no,    new  317.) 

i^Luzerne  to  Vergennes.    {Ibid.,  XI,  no.  2>Z-) 

-''Luzerne  wrote  to  Vergennes  in  January,  1780,  that  the  north  had 
no  disquietude  for  the  dangers  of  the  South,  but  feared  more  its  rivalry 
and  resources.  He  declared  that  it  would  without  regret  abandon  the 
southern  states  to  their  fate  if  they  thought  this  would  help  them  get 
Canada.     {Esp.,  XI,  no.  32,  new  107.) 
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was  for  the  independence  of  the  United  States  with  such 
possessions  as  they  held  at  the  end  of  the  war.  This  guar- 
antee, he  maintained,  did  not  in  any  sense  bind  the  guaran- 
tor to  aid  in  making  conquests  beyond  the  legal  boundaries 
of  the  original  states,-^  Vergennes  had  not  changed  his 
mind  regarding  Canada,  nor  had  he  changed  his  opinion 
of  the  West  since  issuing  his  first  instructions  to  Luzerne. 
He  felt  that  those  who  insisted  upon  the  conquest  of  this 
territory  were  the  enemies  of  peace  and  were  seeking  to 
embarrass  Congress.  Tlie  changed  attitude  of  France  was 
made  manifest  in  the  position  of  Luzerne  on  Spain's  propo- 
sition for  a  settlement  on  the  basis  of  iiti  po.'^siidctis.  He 
declared  that  sucIj  an  arrangement  was  not  unfair,  and 
urged  Congress  to  use  ever}'  effort  to  drive  out  the  British 
before  beginning  negotiations  for  peace.'--  It  is  very  im- 
probable, however,  that  he  liad  any  serious  thought  of 
abandoning  to  the  English  any  part  of  the  union  as  he 
understood  it,-"  and  it  is  certain  that  Vergennes  would  not 
have  consented  to  any  such  arrangement. 

The  opinions  of  Luzerne  were  dulj'  reported  to  Con- 
gress, where  they  became  the  signal  for  nmny  bitter 
speeches.  Congress  no  longer  boasted  of  the  able  men  who 
liad  adorned  its  meetings  in  other  years;  but  its  members, 
nitho  nan-ow  and  resentful,  were  determini'd  to  thwart 
the  purposes  of  Spain,  and  in  this  they  received  popular 


-^"11  n'en  resultera  autre  chose  siiion  que  le  roi  est  actuellement  et 
definitivenient  garant  de  leur  indcpendance  et  que  sa  garantee  pour  leurs 
possessions  et  conquetes  n'est  que  eventuelle,  c'est  a  dire  dependantes  des 
evenemcnts  de  la  guerre  .  .  .  ."  Vergennes  to  Luzerne,  September  2S.  i~79. 
(E.  U.,  X,  no.  2,  new  38.) 

"Journals  of  Coiiti)iciital  Cojigrcss  (Hunt  ed.).  XV'T,  88;  E.  U.,  XI, 
no.  36. 

-•^Luzerne  wrote  to  Vergennes,  June  24,  1780,  that  the  British  were 
trying  to  persuade  the  people  of  South  Carolina  that  their  fellow  states 
had  abandoned  them ;  and  he  suggested  that  the  British  were  also  trying 
to  form  a  new  colonial  empire  out  of  the  Carolinas,  Georgia,  the  Floridas 
and  the  Bahamas.  Luzerne  felt  that,  in  spite  of  its  dissensions,  Congress 
would  not  consent  to  sacrifice  any  of  the  states.  {E.  U.,  XU,  no.  118,. 
new  396.) 
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support.^^  They  declared  that  it  was  the  purpose  of  the 
Bourbou  powers  to  break  up  the  union;  and  they  started 
an  opposition  to  the  influence  of  them  both  which  did  not 
subside  during  the  war,  and  which  made  agreement  between 
the  United  States  and  Spain  impossible.  The  feeling  in 
Congress  was  intensified  by  further  attempts  of  Luzerne 
in  behalf  of  Spanish  pretentions.  Spain  had  presented  an 
"ultimatum''  to  Great  Britain,  and  in  the  discussion  of 
this  with  Congress  Luzerne  had  asked  that  body  to  explain 
itself  on  four  questions  at  issue.  These  Avere  the  western 
boundary  of  the  United  States;  the  navigation  of  the  Mis- 
sissippi; possession  of  the  Floridas;  the  lands  on  the  left 
or  eastern  bank  of  the  Mississippi.^^  Before  giving  Con- 
gress an  opportunity  to  answer  Luzerne  proceeded  t<»  state 
the  contentions  of  Spain.  He  argued,  in  her  behalf,  that 
the  boundaries  of  the  United  States  extended  no  farther 
to  the  west  than  the  headwaters  of  the  streams  flowing 
into  the  Atlantic,  and  for  this  he  cited  the  royal  proclama- 
tion of  1763.  If  this  were  true  the  United  States  would 
nowhere  border  on  the  Mississippi  and  hence  had  no  claim 
to  navigate  that  river.  This  proclamation  also  cut  off  the 
Floridas  from  the  United  States  according  to  the  Spanish 
contention.  None  of  this  territory,  Luzerne  maintained, 
was  part  of  the  original  colonies,  and  so  could  not  be  a 
part  of  the  United  States.-'' 

These  proposals  aroused  considerable  surprise  and 
much  indignation  among  tlie  members  of  Congress.  Tlie 
delegates  argued  tliat  tliey  liad  a  just  claim  to  all  tlie  lands 
as  far  as  the  Mississippi,  not  only  by  right  of  conquest  but 
by  the  grant  of  the  colonial  charters.  They  declared  fur- 
ther that  the  treaty  of  1763  liad  assured  tlie  right  to 
Great  Britain  of  the  free  navigation  of  the  Mississippi, 
and  they  claimed  the  same  right  for  themselves.     They 

-*Les  Articles  de  I'LJltimatum  ....  commencent  a  etre  connu  dans 
les  Etats  de  I'Est  et  la  fermentations  qu'ils  excitent  parmi  le  peupic  dans 
les  villes  de  Commerce  Seroit  d'un  nature  inquietude."  Luzerne  to  Ver- 
gennes,  January  i6,   1780.     (E.  U..  XI,  no.  25,  new  18.) 

-^Journals  of  Continental  Congress  (Hunt  ed.),  XVI.  114. 

^^Ibid. 
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would  agree  to  restrict  the  navigation  to  merchant  vessels, 
but  they  insisted  upon  the  right  to  trade.  Nothing  was 
said  of  the  ownership  of  lands  along  the  lower  Mississippi, 
for  this  question  was  included  in  the  larger  question  of 
boundaries.  To  Spanish  control  of  the  Floridas  no  objec- 
tion was  made. 

The  discussion  of  the  Spanish  proposition  extended 
over  many  days  and  gave  rise  to  much  bitterness.  The  pos- 
session of  the  West  had  never  before  been  questioned  in 
Congress,  and  Luzerne  himself  had  not  been  aware  of 
Spain's  ambitions  until  ^liralles  had  communicated  to  him 
the  instructions  which  he  had  received  the  preceding  No- 
vember. Luzerne  knew  the  hopes  of  Congress  from  the 
instructions  to  Jay ;  but,  nevertheless,  he  spoke  to  several 
members  of  the  desires  of  Spain,  from  none  of  whom  he 
received  a  favorable  reply.  He  found  that  the  delegates 
from  the  Southern  and  Middle  states  were  firm  in  the 
persuasion  tliat  "tlie  lauds  which  extend  from  tlie  Atlantic 
to  the  Mississippi  in  parallel  lines  from  the  equator  belong 
to  them,  either  in  virtue  of  their  charters  or  of  divers  acts 
of  possession.-"  Some  of  the  Eastern  delegates  were  more 
moderate  and  recognized  that  if  the  Spanish  should  drive 
the  English  out  of  any  part  of  this  territory  it  would  be 
difficult  to  get  them  to  surrender  it,  but  this  view  was  not 
the  prevalent  one  in  Congi'ess. 

As  the  discussion  continued,  the  indignation  of  the 
southern  members  increased  to  wliite  heat.  Burke  of 
North  Carolina  exclaimed,  "T  know  iho  force  and  the  ex- 
tent of  our  cliartcrs  and  of  our  rights,  and  if  those  of  my 
constituents  in  the  territories  in  question  are  not  clear  and 
certain,  our  liiiiits  on  the  Atlantic  coast  are  equally  ob- 
scure and  doubtful,  for  they  emanate  from  the  same 
source.""® 

-"Luzerne  to  Vcrgcnnes,  January  25.    (E.  U.,  XI.  no.  27,  new  33.) 
-*'"J'ai  trouve  ceux  du  Sud  et  du  Centre  dans  la  ferme  persuasion  que 
les    terres    qui    s'etendcnt    dequis    la    mer    atlantique    jusqu'au    Mississipi 
[belong  to  them]   soit  en  virtu  de  leurs  Cliartres,  soit  en  virtu  de  divers 

actes  de  possession ''     Luzerne  to  Vergennes,  February  11.     (Ibid., 

no.  30,  new  53.  fol.  190.) 
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The  committee  of  Congress  which  had  been  designated 
to  treat  with  Luzerne  based  the  claim  of  the  United  States 
to  the  West  on  four  acts:  the  colonial  charters,  the  treaty 
of  Paris  of  1763,  the  proclamation  of  the  king  of  England 
in  the  same  year,  and  the  terms  of  the  treaty  of  alliance 
with  France.^^ 

The  arguments  were  long  and  tedious  and  revealed 
a  fundamental  difference  in  the  views  of  the  two  sides. 
In  regard  to  the  Treaty  of  Paris,  Luzerne  pointed  out  that 
it  had  ceded  Eastern  Louisiana  and  its  dependencies,  not 
to  the  colonies,  who  could  not  enter  into  a  treaty,  but  to 
the  king  of  England.  Before  this  time  France  had  pos- 
sessed this  territory  and  it  had  never  been  incorporated 
with  the  colonies;  now  Spain  was  merely  trying  to  recon- 
quer it  from  a  nation  with  which  she  was  at  war.  In  a 
case  of  this  kind,  he  argued,  possession  was  the  best  title 
and  Spain  held  it  in  virtue  of  her  forces  already  in  the 
country.  The  ambition  of  Great  Britain,  he  held,  had 
forced  France  and  Spain  again  to  take  up  arms;  and  as  a 
result  the  whole  treaty  of  Paris  was  subject  to  modifica- 
tion. 

This  argument  did  not  convince  the  committee,  which 
Insisted  that  Great  Britain  had  never  acknowledged  the 
claims  of  France  to  this  country,  and  had  gone  to  war 
and  won  her  contention.  They  argued  that  the  position 
of  France  on  this  question  liad  been  from  the  beginning 
a  mistaken  one  and  that  the  West  had  always  belonged  to 
the  colonies  in  virtue  of  their  charters. 

The  charters  presented  a  difficult  problem  and  one 
on  which  there  was  destined  to  be  no  agreement.  Luzerne 
declared  that  there  could  be  no  binding  force  in  such 
documents  unless  they  were  backed  by  actual  possession. 
He  remarked  that  they  had  been  carelessly  drawn,  and  in 
many  cases  contradicted  each  other  so  that  there  was  no 


-^E.  U.,  XT,  no.  30,  new  5.3,  fol.  190.  The  account  of  Luzerne  of  his 
discussions  with  this  committee  is  the  only  one  I  have  seen  and  this  states 
in  the  merest  outline  the  arguments  of  those  who  wished  to  keep  the 
West. 
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agreement  among  the  states  as  to  just  what  they  meant. 
With  such  a  condition  of  affairs,  he  asked  if  a  foreign 
power  could  be  expected  to  accept  them  when  they  violated 
claims  founded  upon  actual  possession. 

In  regard  to  the  proclamation  of  1763,  Luzerne  re- 
marked that  he  did  not  see  how  the  colonies  could  claim 
any  territory  which  was  not  legally  theirs  even  under  the 
English  government.  He  pointed  out  that  by  this  procla- 
mation the  royal  governors  were  forbidden  to  make  any 
grants  west  of  the  head  waters  of  the  rivers  flowing  into 
the  Atlantic. 

The  Americans  replied  that  this  provision  was  the 
source  of  many  protests  and  almost  universal  discontent 
and  was  not  accepted  by  the  colonies.  They  pointed  out 
also  the  provision  in  the  proclamation  that  the  act  should 
not  contradict  tlie  grants  of  the  colonial  charters.  The 
reservation,  they  declared,  was  for  the  protection  of  the 
Indians,  and  was  not  a  limitation  of  the  rights  of  the 
colonies.  Congress  would  likely  pursue  the  same  policy, 
they  asserted,  and  it  had  the  right  which  previously  be- 
longed to  the  British  government  to  buy  these  lands  to 
the  exclusion  of  any  other  power.-^'^ 

The  fourth  ])oint  of  the  argument  of  the  committee 
that  the  treaty  of  alliance  with  France  guaranteed  to  the 
United  States  the  possession  of  the  West  was  met  by  a 
flat  denial  from  Luzerne.  In  this  he  was  acting  in  accord 
with  Vergennes's  interpretation  of  the  treaty :  that  France 
guaranteed  the  United  States  as  they  actually  were  at  that 
time  with  such  other  territory  as  they  could  conquer.^^  To 
this  contention  the  Americans  made  no  objection  and  the 
matter  was  allowed  to  drop. 

These  arguments  ])ro(1n<'ed  no  results  and  the  opinions 
of  each  side  remained  iiiulianged.  Luzerne  claimed  that 
the  United  States  had  no  right  to  these  territories,  be- 
cause tlu'V  h.id  never  held  possession  of  them,  and  could 
8'^Tt  is  curious  that  thr  niomlicrs  of  this  committee  did  not  point  out 
the  provision  of  the  proclamation  whicli  declared  that  the  reservation  was 
"for  the  present.'' 

^'See  Vergennes's  instructions  to  Luzerne,  p.  151. 
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make  no  claim  in  virtue  of  the  sovereignty  of  Great  Brit- 
ain, a  sovereignty  which  they  had  renounced.^-  Spain, 
however,  went  further,  and  demanded  that  the  states  re- 
frain from  all  settlements  or  conquests  in  the  West,  and 
leave  the  whole  Mississippi  Valley  to  her  possession.^' 

The  questions  of  the  Floridas  and  the  lands  along  the 
lower  Mississippi  were  put  into  the  backgTound  by  the 
great  contention  over  the  West,  and  even  the  navigation 
of  the  Mississippi  received  little  attention.  The  Floridas 
Congress  was  willing  to  concede  to  Spain;  and  it  could 
offer  little  objection  to  Spanish  conquests  on  the  lower 
Mississippi.  Galvez  had  already  gained  possession  of 
Natchez,  and  the  Spaniards  hoped  he  would  extend  his 
conquest  farther  to  the  north.  Luzerne  was  beginning  to 
discuss  the  purchase  of  these  territories  when  news  of  the 
victories  of  Galvez  arrived.^^  Congress  realized  that  the 
United  States  could  not  drive  Spain  from  territories  which 
she  had  conquered,  aud  all  claim  to  West  Florida  was 
given  up. 

Only  one  matter  connected  with  the  Floridas  aroused 
any  difference  of  opinion.  Congress  had  fixed  the  boun- 
dary of  the  Floridas  in  accordance  with  the  proclamation 
of  1763;  but  Spain  wished  to  extend  it  farther  north.  The 
question,  however,  remained  an  open  one  until  after  the 
Revolution  was  over.-^'^ 

Luzerne  himself  admitted  that  his  arguments  had  not 
produced  a  great  impression  on  Congress,  and  he  advised 

'-This  whole  argument  is  reported  in  Luzerne's  letter  to  Vergennes  of 
February  ii.     E.   U.,  XI.  no.  30,  new  53,  fol.  190. 

^^Jounials  of  Continental  Congress   (Hunt  ed.),  XVI,  115. 

2*Luzerne  to  Vergennes,  February  11.  (£.  C,  XI,  no.  30,  fol.  53)  ; 
March  13  (ibid.,  no.  33,  fol.  79)  ;  March  18  (ibid.,  no.  35,  fol.  87.) 

■''^"La  Cour  de  Madrid  desira  peutetre  de  leur  donner  plus  d'etendiie  au 
nord  audela  du  trente  unieme  degre  de  latitude ;  mais  le  Congres  est 
d'opinion  que  Sa  Mte  Cathe  trouve  d'autant  plus  d'avantage  dans  la  Fixa- 
tion presente  que  les  florides  ne  s'etendoient  du  cote  du  nord  est  sous  la 
domination  Espagnoles  que  Jusqu'a  la  Riviere  St.  Jean  tandis  que  la 
proclamation  leur  assignoit  la  Riviere  St.  Marie  pour  limite  actuelle." 
Luzerne  to  Vergennes,  February  11,  1780.  (Ibid.,  XI,  no.  30,  new  53, 
fol.  190.) 
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that  if  Spain  wanted  the  territory  in  dispute  she  had  better 
seize  it.  Within  a  month  news  reached  Philadelphia  that 
Spain  held  all  the  lower  Mississippi  and  Miralles  had  this 
rei)ort  published  in  the  papers  with  the  intimation  that 
Spain  would  hold  it/^'^  This  report  still  further  aroused 
indignation  in  America.  It  was  objected  that  the  conquest 
of  a  small  corner  of  a  vast  region  did  not  give  a  just  claim 
to  the  whole  extent  of  territory.  If  such  an  argument 
should  be  conclusive,  it  was  urged,  the  conquest  of  Clark 
had  already  given  the  United  States  title  to  the  whole 
valley.^" 

There  were  also  other  sources  of  indignation.  Many 
people  held  grants  of  laud  in  this  region,  and  they  com- 
plained that  they  were  being  robbed.^ ^  This  complaint 
gave  Congress  a.  new  ground  on  which  to  base  its  conten- 
tious. It  now  came  forward  Avitli  the  claim  that  the  title 
of  the  United  States  was  good  by  right  of  conquest  and 
occupation.  This  occupation  went  back  several  years  and, 
it  was  urged,  gave  the  republic  a  priority  of  claim  over 
the  Spaniards.  Luzerene  attempted  to  evade  this  reason- 
ing by  stating  that  the  settlements  were  made  by  the  au- 
thority of  the  British  crown,  and  as  sucli  were  still  subject 
to  conquest.^ ^ 


•''^Luzerne  to  Vergennes,  March  13.     R.  U.,  XI,  no.  SS-  fol.  79.") 

^^"Le  Ciel  veuille  nous  preserver  .  .  .  .  de  Tidee  d'line  contestation 
avec  I'Espagne,  mais  vous  conviendrez  que  pour  avoir  conquis  un  angle 
de  terre  voisin  des  bouches  du  Mississipi  et  de  la  Riviere  Iberville  cette 
Puissance  n'est  pas  en  droit  de  dire  qu'un  Pais  de  cinq  cent  lieus  d'enten- 
dire  est  tombe  ausson  pouvoir  et  de  s'en  attribuer  la  Souveranete.  J'ai 
deja  entendu  parler  de  donner  des  renfort  au  Colonel  Clarke  pour  la 
inettre  en  etat  de  conquerir  de  son  et  vous  voiez  lesconsequences  de  ce 
sisteme."    Luzerne's  account  of  a  statement  by  Mathews,  a  delegate.    Ibid. 

38Land  had  been  granted  by  the  several  states,  and  there  were  com- 
panies organized  to  exploit  these  grants.    Ibid. 

•'^^Luzerne  answered  that  the  American  occupation  did  not  give  any 
more  right  to  the  subjects  of  the  thirteen  states  than  it  would  have  given 
to  France,  to  Poland,  or  to  Germany,  if  after  the  Peace  of  Paris  the 
French,  the  Poles,  or  the  Germans  had  settled  in  that  part  of  ancient 
Louisiana.    Ibid. 
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Miralles  was  greatly  worried  by  the  tone  of  Luzerne's 
negotiations,  and  began  to  doubt  the  influence  of  his  friend. 
Luzerne  had  suggested  that  the  two  proceed  boldly  to 
force  through  the  wishes  of  Spain,  but  Miralles  would  not 
agree  to  this.  He  ridiculed  the  claims  of  Congress  but 
insisted  that  he  must  wait  for  further  instructions.  He 
finally  asked  Luzerne  to  take  no  further  part  in  the  nego- 
tiations, for  'it  would  pain  him  to  see  an  affair  of  particular 
interest  to  the  king  treated  by  another  than  himself. '"^'^ 
Soon  after  this  the  Spanish  agent  died,  begging  Luzerne 
not  to  interfere  again  in  the  relations  of  his  country  with 
Congress.^^ 

When  the  report  of  Luzerne  on  his  conference  with 
the  members  of  CongTess  reached  Vergennes,  the  latter  re- 
plied in  a  way  notable  for  its  moderation.  He  spoke  highly 
of  the  justice  of  Congress  in  leaving  the  Floridas  to  Spain 
and  ordered  Luzerne  not  to  give  any  ministerial  views  of 
the  points  in  controversy.  He  expressed  great  fear  that 
the  question  might  cause  much  trouble  between  tlie  two 
countries,  and  asked  Luzerne  to  be  careful  of  tl-e  feelings 
of  both  allies  of  the  king.  Altho  he  still  felt  that  Spain 
had  a  right  to  conquer  the  territory  in  question,  he  ad- 
mitted that  the  Americans  had  some  cause  to  be  angry. 
He  hinted  that  the  question  would  likely  be  settled  by  the 
forbearance  of  Spain,  who  would,  probably  of  her  own 
free  will,  surrender  all  claim  to  the  lands  east  of  the  Mis- 
sissippi, and  would  also  allow  the  Americans  some  right 
to  navigate  the  river.  He  felt  that  if  the  Americans  would 
only  be  easy  with  Florida  Blanca,  they  would  likely  get 
what  thev  wanted."*- 


'«o£.  U.,  XI,  no.  Z3,  fol.  79. 

^'Luzerne  to  Montmorin.  May  7.  {Esp.,  599,  no.  16,  new  25.)  Luzerne 
says  that  Miralles  had  explained  his  motives  to  the  court  of  Spain.  What 
these  motives  were  can  probably  be  learned  only  froir  the  Spanish 
archives. 

*-"Ce  n'est  pas  a  nous  a  decider  cette  question  et  la  prudence  nous 
fait  un  devoir  d'autant  plus  stricte  de  ne  pas  articuler  d'opinion  a  cet 
egard.     Sans  etre  provoque  que  si  I'Espagne  veut  conserver  les  terrains 
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Luzt'i'ue  ceased  formal  negotiations  with  Congress 
early  in  1780 ;  but  he  could  not  refrain  from  private  efforts 
on  behalf  of  Spain.  He  first  approached  the  president  of 
Congress,  Samuel  Huntington  of  Connecticut,  and  his 
friends.  He  succeeded  in  arousing  their  jealousy  of  the 
West  by  calling  attention  to  tlie  great  immigration  which 
would  inevitably  set  in  from  the  East  to  these  fertile  val- 
leys. He  declared  that  the  possession  of  the  Mississippi 
Valley  would  never  be  a  source  of  strength  to  the  United 
States,  but  would  cause  constant  friction  with  Spain. ^•■ 
He  used  again  the  arguments  against  tlie  legality  of  the 
Amei-ican  claims,  and  felt  that  he  luid  gone  far  towards 
wiiniiug  su])])()rt  for  his  favorite  project.  He  tried  next 
the  delegates  from  New  York,  New  Jersey,  Pennsylvania, 
and  Delaware.  These  states  had  little  interest  in  the  west- 
ern lands,  and  he  felt  he  could  count  on  their  support.  He 
found  them  in  a  state  of  indifference  but  unwilling  to  take 
a  decided  stand  against  the  wishes  of  the  other  states. 
Even  Virginia  showed  no  great  hostility  to  the  projects  of 
Luzerne,  for  the  County  of  Kentucky  liad  just  declared  its 
independence,  and  in  this  tliey  thought  they  saw  the  be- 
iiiuuiiiii'  of  the  dissolution  of  tlie  states.^* 


contestes    Elle    donnera    certainment    de    romhrage    aiix    Americains    tan- 

disque  cette  Puissance  prendre  de  I'liumeur Si  je  suis  bien  informe 

le  Ministre  espagnol  ii'cst  pas  tres  eloigne  d'abandonner  aux  americains 
les  rives  oricnlales  du  Mississipi  an  dela  dcs  florides  et  meme  de  leur 
accordor  unc  navigation  quelqonque  sur  ce  flcuvo."  Vergennes  to  Lu- 
zerne, June  3,  1780.     (E.  I'..  XII,  no.  7.  fol.  61.) 

^^Luzerne  to  Montmorin.  IMay  12.  {Esp.,  599,  no.  49,  new  106.) 
♦■♦Luzerne  to  Vergennes,  June  11,  1780  (E.U.,  XII,  no.  54,  new  74.) 
"Dans  mes  intretiens  avec  les  Individus  qui  Ics  composent  ceux  du  Xord 
se  sont  montres  asses  raisonabies  et  sont  convinus  du  principe  que 
I'ancienne  Louisiane  orientale  etant  actueilenient  entre  les  mains  de 
I'angleterre,  les  apartances  ayant  ete  cedees  a  la  paix  de  1763  I'Espagne 
avoit  le  droit  incontestables  d'en  faire  la  conquete.  Cette  verite  si  claire 
est  egalement  reconnue  par  le  Congres  general  et  plusiers  Membres  de 
I'Etat  du  New  York "  In  regard  to  Virginia  be  said  tbat  she  ap- 
peared less  attached  than  formerly  to  holding  the  West.  "Ce  changement 
est  peutetre  du  a  une  circonstance  ....  c'est  que  les  babitans  des  parties 
de  cet   Etat,  qui   sont  eloignees  du  Siege  du  Government  annonce  dans 
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Maryland  was  pronounced  by  the  French  minister  to 
be  the  best  disposed  of  all  the  states  to  the  desires  of  Spain. 
She  had  no  interest  in  the  West,  and  at  least  one  of  her 
delegates,  Jenifer,  was  intensely  jealous  of  the  power  of 
the  larger  states.  He  not  only  admitted  the  rights  of 
Spain  to  conquer  as  much  of  tlie  West  as  she  could,  but 
declared  that  she  had  a  perfect  right  to  conquer  any  of 
the  states  if  she  found  them  in  British  hands. ^'  Here  was 
a  man  who  could  jierform  valuable  services  for  the  Spanish 
cause,  and  Luzerne  enlisted  him  at  once  and  through  him 
urged  his  arguments  uj^on  Congress. 

There  was,  however,  a  strong  opposition  to  the  schemes 
of  Luzerne.  The  old  Junto  had  broken  up,  but  the  lead 
had  been  taken  up  by  the  vehement  and  zealous  Burke  of 
North  Carolina.  The  two  had  constantly  held  opposite 
opinions  and  had  not  infrequently  clashed.  His  opposition 
was  of  a  character  to  arouse  fear  in  the  mind  of  the  French 
minister  and  his  fiery  denunciations  had  doubtless  terri- 
fied Miralles  into  silence.  Burke  denounced  the  ambitions 
of  Spain  as  overbearing  and  unjust,  as  prejudicial  to  the 
rights  of  the  states,  and  contrary  to  their  happiness  and 
tranquillity.  Luzerne  greatly  feared  that  he  would  seize 
a  favorable  opportunity  to  sweep  all  Congress  to  his  side 
and  arouse  it  to  lay  claim  to  the  Floridas  as  well  as  to  the 
West.'*''     Henceforth  there  were  two  well  defined  parties 


ce  moment  des  vues  d'independance  et  le  projet  de  former  un  etat  par- 
ticulier."  This  incident,  he  declares,  makes  them  fear  "rinconvenient  des 
possessions  distantes  et  trop  etendues  et  la  danger  d'un  dismemberment 
ou  d'une  dissolution  de  I'Etat."    E.  U.,  XII.  no.  54,  new  74. 

■*''Le  Maryland  est  I'Etat  dont  les  sentimens  sur  cette  matiere  sont 
les  plus  raisonnables  et  les  mieux  articules  Un  delegue  de  cet  Etat,  homme 
qui  jouit  d'une  grande  influence  n'hesite  point  a  dire  que  non  seulement 
I'Espagne  pent  sans  aucune  contradiction  faire  cette  conquete  mais  que 
n'ayant  pris  aucun  engagement  avec  le  Congres  si  aujourd'hui  elle  enlevant 
aux  Anglois  I'Etat  de  la  Georgie  que  est  entre  leurs  mains."    Ibid. 

**^"M.  Burke  homme  ardent  et  obstine  quoique  d'ailleurs  bon  Citoyen 
regarde  les  projets  de  I'Espagne  comme  injustes  contraires  aux  droits 
des  Treize  Etats  et  prejudiciables  a  leur  bonheurs  et   a  leur  tranquilite 
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iu  Congress,  tlio  French  and  Spanisli  party  with  Jenifer 
for  spokesman,  and  the  opposition  under  the  radical  lead- 
ership of  Burke. 

The  ability  and  enthusiasm  of  Burke  won  many  dele- 
gates wlio  had  previously  been  friendly  to  the  ideas  of 
Spain.  One  delegate  from  New  York  told  Luzerne  that 
lie  could,  witliout  any  complaint  from  his  constituents, 
renounce  in  favor  of  France  Canada  and  Nova  Scotia  be- 
cause they  were  not  included  in  the  charters  of  the  states; 
but  if  he  should  vote  to  surrender  Eastern  Louisiana,  he 
would  expose  himself  to  the  charge  that  he  had  sold  the 
interests  of  the  soutliern  and  middle  states  for  money, 
and  of  having  violated  the  sacred  laws  of  the  union  in 
sacrificing  some  states  for  the  gain  of  others.*'^ 

Still  Luzerne  did  not  give  up  his  efforts.  He  urged 
that  the  United  States  could  never  conquer  the  western 
territories  on  account  of  the  power  of  Spain.  He  again 
besought  Congress  to  trust  to  the  generosity  of  His  Cath- 
olic Majesty ;  but  the  only  promise  he  could  gain  was  that 
notliing  sliould  be  done  until  Jay's  report  should  arrive. 
Luzerne  was  not  satisfied  with  this,  for  he  feared  that  the 
report  of  Jay's  mission  would  produce  more  ill  feeling,  and 
he  (lid  all  he  could  in  advance  to  discount  its  effects.  But 
M'hile  he  was  urging  the  Americans  to  conciliation,  he  was 
trying  to  get  Spain  to  conquer  the  West."*'^ 

In  the  midst  of  these  discussions  the  ])roject  for  the 
conquest  of  Canada  was  revived.  This  time  there  was  a 
coalition  between  the  North  and  South,  for  New  England, 


ct  si  les  relations  clc  M.  Jay  donnent  lieu  au  Congres  de  faire  quelque 
alteration  a  son  ultimatum,  je  crains  toute  de  la  vehemence  de  ce 
Delegue."     E.  I'.,  XII,  no.  54.  new  74. 

*'lbid. 

*^"Dans  cette  etat  des  choses  je  crois  que  la  Cour  de  Madrid  ne  pent 
micux  faire  que  de  poursuivre  la  conquetc  qu'elle  a  commencee  et  d'exercer 
sur  les  Pais  nouvelement  souniis  a  sa  Domination  tous  les  Actes  de 
souverainete  de  Jurisdiction  et  de  possession  qu'elle  iugera  les  plus  propres 
a  detruire,  dans  I'esprit  des  Americains  I'espoir  chimerique  qu'ils  ont 
conqu  de  les  conquerir  sur  I'.-Xngletcrre  ou  du  moins  de  les  acquirer  par 
le  Traite  de  paix."     Ibid. 
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in  the  hope  of  getting  some  part  of  Canada,  was  willing 
to  support  the  southern  pretentions.  As  a  result  of  this 
combination  Luzerne  was  left  without  the  support  of  any 
section. 

The  British  aided  Luzerne  in  his  efforts  to  break  this 
coalition  between  the  two  sections.  They  showed  great 
harshness  towards  the  North  and  prepared  to  defend  Can- 
ada against  any  assault. ^^  The  southern  states  were  the 
object  of  their  concern  and  they  sought  to  win  them  over 
by  the  charge  that  their  northern  compatriots  had  deserted 
them.  It  was  their  aim  to  hold  the  three  southern  states 
even  tho  the  others  should  succeed  in  maintaining  their 
independence.  These  southern  states  were  in  the  hands 
of  the  British  army  and  it  appeared  impossible  for  Con- 
gress to  recover  them. 

In  spite  of  the  fact  that  their  states  were  in  the  hands 
of  the  enemy,  the  southerners  kept  up  their  representation 
in  Congress;  and  many,  expelled  from  their  homes,  came 
to  Philadelphia  to  get  assistance  against  the  enemy.  Lu- 
zerne thought  this  a  favorable  moment  to  get  them  to  yield 
their  claims  in  return  for  Spanish  assistance  and  sought 
to  push  his  measures  regardless  of  the  position  of  Con- 
gress.^*^  He  called  first  on  Governor  Riitledge  of  South 
Carolina,  who,  he  found,  had  no  suspicion  of  the  ambitions 
of  Spain.  He  was  totally  ignorant  of  the  points  of  differ- 
ence betwen  Congress  and  the  court  of  Madrid,  but  it  had 
never  occurred  to  him  to  surrender  the  western  lands.^^ 
When  he  learned  that  Spain  laid  claim  to  the  east  bank 
of  the  Missisippi  and  had  already  attempted  to  possess  it, 


^''Luzerne  to  Vergennes,  Tune  24.  (E.  I'..  XIT,  no.  118.  fol.  396.) 
^oLuzerne  to  Montmorin,  July  11.  (Esp.,  599,  no.  182.) 
"iRutledge  asked  Luzerne  if  Spain  did  not  want  the  Mississippi  as 
far  as  the  thirty-first  parallel,  but  spoke  with  great  confidence  of  her  good 
intentions.  He  said  that  the  Spanish  governor  at  New  Orleans  had 
replied  to  a  request  for  help  in  a  way  to  convince  the  Carolinians  of  the 
sincere  interest  which  His  Catholic  Majesty  had  in  the  preservation  of 
their  independence.  Luzerne  to  Vergennes,  August  3.  (E.  U.,  XIII,  no. 
90,  fol.  224.) 
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his  attitude  became  at  once  .suspicious  and  even  liostile. 
He  insisted  that  the  soutliern  states  would  never  agree  to 
any  such  conditions;  and  that  if  Spain  attempted  to  ex- 
tend her  sovereignty  over  these  regions,  slie  would  expose 
herself  to  perpetual  war.  "Congress  cannot  see  without 
jealousy,"  he  exclaimed,  "another  nation  in  possession  of 
this  territory  with  power  to  incite  the  savages  against  us 
and  to  expose  our  frontier  to  continual  invasion."  If  such 
principles  were  just,  he  argued,  Spain  would  have  a  right 
to  conquer  Canada  as  well  in  spite  of  the  danger  it  would 
bring  to  the  United  States.^- 

The  discussions  between  Rutledge  and  Luzerne  fol- 
lowed the  lines  usual  in  the  debates  on  this  subject.  Lu- 
zerne made  more  emphatic  the  loss  of  population  which 
the  older  states  must  surely  suffer  if  the  West  were  incor- 
porated into  the  union.  He  declared  that  the  balance  of 
power  would  surely  shift  beyond  the  mountains  and  finally 
the  government  itself  would  be  directed  from  the  banks 
of  the  ]Mississippi.  Rutledge  replied  that  there  was  no 
danger,  for  the  West  should  be  formed  into  separate  states, 
entirely  independent  of  the  East  or  confederated  with  the 
older  states  on  terms  of  equality. 

The  attitude  of  Rutledge  is  t^qiical  of  the  state  of  pub- 
lic feeling  among  patriotic  Americans.  He  did  not  realize 
that  Spain  had  any  interest  in  the  West,  nor  did  he  believe 
that  she  liad  any  right  to  it.  Eastern  Louisiana  liad  been 
for  many  years  recognized  as  a  part  of  tlie  colonial  do- 
main, and  it  seemed  incredible  that  another  power  could 
have  any  claim  to  it.  Tlie  feeling  of  tlie  country  was  being 
reflected  in  Congress,  and  this  body  took  a  definite  stand 
on  the  question  of  the  West  in  its  instructions  to  Jay. 

Against  tlie  liistoric  belief  of  the  American  states  was 
opposed  the  jealousy  and  greed  of  Si)aiu.  (Jreed  and  jeal- 
ousy both  were  there;  that  insatiable  greed  for  land  and 
wealth  that  had  been  the  curse  of  the  Spanish  monarchy; 
jealousy  that  feared  the  rise  of  a  new  power  which  might 

••-£.  U.,  XI II.  no.  90,   fol.  224. 
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attain  a  degree  of  prosperity  and  strength  that  would 
rival  her  own.  Jealousy  in  this  ease  was  stronger  than 
greed,  but  perhaps  it  was  a  jealousy  not  unmixed  with  fear. 
Spain  had  no  need  for  the  fertile  plains  of  Eastern  Louis- 
iana, while  across  the  river  were  boundless  regions  of  her 
own  territories,  still  undeveloped  and  as  yet  hardly  touched 
by  cultivation.  The  east  bank  of  the  Mississippi  was  be- 
ginning to  show  traces  of  improvement  under  the  labors 
of  the  hardy  frontiersman;  but  there  was  not  yet  enough 
to  tempt  the  cupidity  of  Spain.  It  was  jealousy  that  sought 
to  coop  the  new  republic  between  the  Alleghauies  and  the 
sea.  It  was  jealousy  that  opposed  the  independence  of  the 
United  States,  that  had  dictated  the  proposed  mediation 
by  the  terms  of  which  Great  Britain  was  to  hold  the  ports 
that  controlled  the  ingress  and  egress  from  tlie  country,  and 
it  was  this  same  jealousy  that  opposed  the  union  of  Canada 
to  the  young  nation.  This  passion  assumed  many  forms. 
Now  it  was  the  fear  of  the  example  of  rebellion  before  the 
Spanish  colonies;  again  it  was  the  menace  of  a.  new  power 
on  her  frontiers;  then  it  was  the  desire  to  recover  the  his- 
toric empire  of  France;  and  finally  it  was  the  pretense  of 
rendering  justice  to  the  Britisli  crown. 

Vergennes  had  long  understood  this  feeling  of  the 
Spanish  court,-^^  and  it  was  one  of  the  chief  objects  of  his 
diplomacy  to  render  it  harmless.  After  the  convention  of 
1779  he  sought  to  bring  his  allies  into  a  new  triple  alliance 
against  the  power  of  the  British  Empire.  The  prime  object 
of  the  war,  as  he  often  declared,  was  to  secure  tlie  inde- 
pendence of  the  United  States  without  sacrificing  any  part 
of  them.  This  Avas  a  big  guarantee  and  Spain  insisted  upon 
and  enforced  the  principle  that  she  should  be  given  equal 


ssyergennes  repeatedly  expressed  his  lack  of  confidence  in  the  justice 
of  Spain.  In  1780  he  declared  that  the  principle  of  personal  interest 
directs  the  conduct  of  Spain  towards  the  United  States.  (Esp.,  598,  no. 
37,  new  106.)  He  declared  that  it  was  useless  to  try  to  convert  Florida 
Blanca  to  a  more  reasonable  view,  but  that  France  must  maintain  her 
position  with  firmness.  April  12,  1781.  {Ibid.,  603,  no.  25,  new  57.) 
Montmorin  also  held  this  opinion.     (Ibid.,  598,  no.  no,  new  321.) 
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advantages.  From  the  first  Vergennes  liad  found  his  task 
a  trying  one ;  and  altho  lie  was  frequently  the  dupe  of 
Spain,  lie  strove  faithfully  to  fulfil  his  obligation  to  both 
his  allies.  The  exclusive  navigation  of  the  Mississippi  was 
immensely  valuable  in  the  eyes  of  Spain  in  order  to  insure 
her  control  of  the  Gulf  of  Mexico;  but  Vergennes  did  not 
see  how  the  right  to  navigate  this  river  could  be  of  any 
use  to  the  sparsely  populated  regions  of  the  West.  His 
wish  to  restrain  the  Americans  from  a  spirit  of  conquest  in 
the  West  can  in  no  sense  be  taken  as  a  decision  against 
the  rights  of  the  states  to  their  western  boundaries.  It 
did  not  mean  that  he  was  seeking  to  give  this  region  to 
Spain,  for  at  the  same  time  he  asked  for  his  other  alh"  only 
the  jirovince  of  West  Florida  which  was  guaranteed  to  her 
by  the  treaty  of  alliance. 

The  acts  of  Luzerne  can  not  be  taken  as  representing 
the  will  of  his  court.  Vergennes  knew  nothing  of  the  West 
and  as  a  result  he  sometimes  fell  a  victim  to  misrepresenta- 
tions. Luzerne  had  been  instructed  to  look  after  the  inter- 
ests of  Spain,  and  he  attempted  to  do  so  with  more  ardor 
than  discretion.  In  these  instructions  he  found  reference 
to  some  "lands  on  the  Mississippi  conquered  by  the  Eng- 
lish" and  directi(ms  to  "prevent  encroachments,""''*  which 
seemed  to  fit  into  the  purpose  of  Miralles  and  he  acted 
accordingly.  In  this  matter  Luzerne  plainly  exceeded  his 
instructions  which  did  not  authorize  him  to  do  anything 
contrai'V  to  ilie  Viislies  of  rongress;  and  Vergennes  later 


^■*Vergennes  wrote  that  as  there  were  some  lands  on  the  Mississippi 
conquered  by  the  English,  of  which  they  would  probably  be  dispossessed, 
their  occupation  would  likely  cause  contentions  between  Spain  and  the 
United  States.  On  this  account  he  asked  Luzerne  to  try  to  get  the  boun- 
dary fixed  in  a  "nianiere  claire,  precise,  et  invariable."  Also  he  asked 
him  to  u?e  his  influence  with  Congress  to  get  it  to  "Empecher  les  Provinces 
du  Sud  de  se  laisscr  aller  a  I'esprit  de  Conquete."  These  instructions 
clearly  refer  to  the  lands  along  the  lower  Mississippi  which  Spain  was 
preparing  to  conquer.  Tn  regard  to  the  whole  question  he  wrote,  "that  he 
was  ignorant  of  the  rights  of  the  states."  Vergennes  to  Luzerne,  July  i8. 
1779.     (£.  v.,  IX,  no.  41.) 
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instructed   him   deflnitelj'   not   to   piLsli   the   ambitions  of 
Spain.^^ 

When  the  contest  over  Easitern  Louisiana  became 
acute,  Vergennes  again  refused  to  interfere  more  than  to 
advise  the  Americans  to  ajDpeal  to  the  generosity  of  the 
king  of  Spain.  He  franklj'  admitted  that  he  did  not  know 
the  merits  of  the  case  but  expressed  his  satisfaction  witli 
the  liberality  of  the  Americans  in  leaving  the  Floridas  to 
Spain.^^  As  a  matter  of  law  he  expressed  the  belief  that 
Spain  had  a  right  to  conquer  Eastern  Louisiana  from  the 
British ;  but  he  urged  his  minister  not  to  interfere  or  even 
to  express  an  opinion  on  the  subject.  He  realized  that  it 
was  a  delicate  question,  and  that  if  France  wished  to  keep 
the  good  will  of  both  her  allies  she  must  not  take  part  in 
their  disputes.  All  he  authorized  Luzerne  to  do  was  to  try 
to  persuade  Congress  of  the  justice  of  the  Catliolic  King."'" 
All  the  privately  expressed  opinions  and  public  despatches 
of  Vergennes  indicate  a  strong  interest  in  the  welfare  of 
the  American  republic.^ ^  He  was  willing  to  reward  Spain 
for  her  services,  but   he  never  offered  her  more  of  the 

"-"See  p.  163.  That  the  policy  of  Miralles  was  new  to  him  and  a  com- 
plete surprise,  he  was  frank  to  confess  and  he  might  well  have  assumed 
that  his  master  was  as  ignorant  as  he  of  the  wishes  of  Spain. 

5^He  urged  that  the  Americans  could  get  more  out  of  Spain  if  they 
said  nothing  of  their  rights,  and  in  this  he  was  probably  not  mistaken. 
Vergennes  to  Luzerne,  September  25,  1779.     (E.   U.,  X,  no.  38,  fol.  126.) 

^'See  p.  163,  note  42.  After  the  death  of  Miralles  left  the  care  of 
Spanish  interests  in  the  hands  of  Luzerne,  Vergennes  wrote,  ".  .  .  .  mais  le 
reserve  que  je  vous  recommende  M.  ne  doit  pas  vous  empecher  de  profiter 
des  occasions  que  Ton  fournir  pour  porter  le  Congres  a  prendre  confiance 
dans  le  Roi  Cath.  et  a  traiter  Sans  prevention  la  question  relative  aux 
terreins  situes  sur  le  Mississipi."  August  7,  1780.  (Ibid.,  XIII,  no.  8, 
fol.  loi.) 

^^.An  example  of  Vergennes's  care  for  the  interests  of  the  United 
States  is  shown  in  a  particular  project  to  Lafayette  in  which  he  advised 
him  of  the  course  America  should  take.  He  suggested  helping  Spain 
conquer  the  Floridas,  but  he  urged  that  the  Americans  should  drive  the 
enemy  as  far  as  possible  from  their  borders.  He  declared  that  there 
would  be  great  danger  to  the  republic  if  Great  Britain  were  left  in 
possession  of  any  part  of  America.  And  still  he  asked  nothing  for 
France.     Doniol,  Histoire,  IV,  318. 
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American  continent  than  the  Floridas.  On  the  other  hand 
he  always  insisted  upon  as  the  first  fruits  of  the  war,  the 
independence  of  the  United  States  in  their  fullest  extent. 
To  justify  to  Vergennes  the  American  right  to  the  Mis- 
sissippi was  to  insure  his  best  efforts  to  secure  it,  and  so 
it  was  with  other  questions.  And  this  determination  to 
secure  the  full  rights  of  his  ally  remained  his  to  the  end. 


CHAPTER    IX 

TRIUMPH  OF  THE  ANTI-GALLICAN  PARTY. 

The  efforts  of  Luzerne  had  left  Congress  in  a  state  of 
indecision  and  the  direction  of  further  negotiations  at 
Philadelphia  hung  upon  the  success  of  Jay.  If  Spain 
showed  a  favorable  demeanor  towards  the  new  nation,  her 
agents  could  hope  for  many  concessions;  if  she  frowned 
upon  its  ambitions,  the  work  of  bringing  about  an  agree- 
ment must  be  begun  again.  Under  these  conditions  all  fac- 
tions waited  anxiously  for  news  from  Spain.  Some  hoped 
for  a  message  recording  failure;  but  the  more  moderate  ele- 
ment in  Congress  expected  an  account  of  mutual  conces- 
sions. Luzerne  feared  that  nothing  would  be  accomplished 
and  did  his  best  to  prepare  Congress  for  such  intelligence. 
He  knew  from  Miralles  that  the  American  demands  could 
not  be  granted,  and  he  feared  that  Spain  would  reject  all 
overtures  for  an  alliance. 

The  dispatches  of  Jay,  giving  an  account  of  his  activi- 
ties during  the  spring  of  1780,  reached  Philadelphia  in 
August^  and  were  not  so  unfavorable  as  Luzerne  had 
feared.  The  demands  of  Florida  Blanca  for  the  exclusive 
navigation  of  the  Mississippi  were  not  unexpected,  and  his 
suggestion  for  the  settlement  of  the  western  boundaries 
appeared  so  vague  that  no  one  could  understand  them,  al- 
tho  the  intention  of  Spain  did  not  go  beyond  securing 
enough  of  the  eastern  bank  of  the  Mississippi  to  control 
the  navigation.  He  had  mentioned  Cape  Antoine  and  an- 
other cape  with  the  name  blank^.  Where  Cape  Antoine 
was  no  one  knew;  and  there  were  various  opinions  as  to 
what  the  other  cape  might  be.  No  one  could  say  in  what 
direction  the  line  was  to  be  drawn,  but  Luzerne  suggested 
that  it  was  a  meridian  drawn  as  far  as  Spain  should  wish 

^Journals  of  Continental   Congress    (Hunt  ed.),  XVII,  -2~,  -jzi,  749- 
-Jay  to  Congress,   (Wharton,  Dip.  Cor.,  Ill,  724.) 
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to  prolong  it^,  and  tliis  was  tlie  occassion  of  niucli  more  dis- 
cussion. If  the  line  extended  as  far  as  Lake  Michigan,  it 
was  declared  that  all  the  western  possessions  of  the  south- 
ern states  would  be  cut  off  and  their  boundaries  greatly 
reduced. 

The  prospect  of  such  an  arrangement  aroused  once 
more  tlie  southern  delegates.  Even  those  who  had  shown 
friendliness  to  tlie  plans  of  Luzerne  went  over  to  the  other 
side.  Among  these  was  Jones  of  Virginia,  Avho  had  pre- 
viously informed  the  French  minister  that  he  regarded  the 
ambitions  of  his  state  as  a  ''cause  of  feebleness  and  ruin." 
He  now  complained  that  the  greed  of  Spain  would  deprive 
his  state  of  the  richest  part  of  her  patrimony,  and  to  that 
lie  declared  he  would  never  submit.  Furthermore,  Spain 
could  never  control  this  territory,  he  asserted,  for  the  peo- 
ple who  live  there  would  never  endure  her  yoke.  Jones  de- 
clared that  Cape  Antoine  was  fifteen  leagues  above  the 
mouth  of  the  Ohio,  and  that  if  Spain  should  get  this  con- 
cession, "our  most  beautiful  territory  will  be  threatened 
with  invasion;  we  shall  see  ourselves  despoiled  of  the  lands 
washed  by  the  Ohio  and  tlie  rivers  Clierokas  [Tennessee] 
and  Cumberland  wliicli  How  tlirougli  and  water  the  richest 
country  of  the  continent  [we  shall  see  ourselves  despoiled 
of]    Die   numerous  population   who  possess   it;   and  those 


^"On  a  clierche  lo  premier  cap.  Quelques  delegues  etoient  d'opinion 
qu'il  s'agessoit  de  la  pointe  la  plus  occidentale  de  I'lsle  de  Cube,  et  dans  cette 
hypothcse  Ic  Congres  a  cherche  a  donner  diverses  interpretations  a  une 
designation  aussi  obscure.  L'on  a  demande  dans  quelle  direction  la  ligne 
seroit  suree  et  lorsqu'il  a  ete  compris  quelle  devoit  former  une  medidienne, 
on  a  recherche  jusqu'a  quelle  hauteur  I'Espagne  entendoit  la  prolonger  si 
c'cst  jus(iu'au  lac  Moschigan.  Tous  les  Etats  du  Sud  seroient  reduits,  a 
Ton  dit  a  des  sacrifices  qu'ils  ne  feront  jamais,  et  la  Virginie,  le  plus  puis- 
sant et  le  plus  ambitieux  de  tous  perdroit  le  plus  a  cette  arrangement  aussi 
cette  opinion  a  ete  rejetee  bien  loin."  Luzerne  to  Vergennes,  August  25. 
1780.  (E.  v.,  XITT,  new  150.)  According  to  Lieutenant  Ross's  map  (pub- 
lished in  London,  1772)  Cape  Antoine  was  situated  on  the  west  bank  of 
the  Mississippi  River,  about  fifty  miles  above  the  mouth  of  the  Ohio.  I 
have  this  information  from  Professor  C.  W.  Alvord. 
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whose  labors  liave  made  it  valuable,  will  be  forced  to 
abandon  it."'* 

On  tlie  question  of  the  navigation  of  the  Mississippi 
Jones  showed  himself  equally  obstinate.  His  personal  feel- 
ings, he  admitted,  favored  conceding  it  to  iSpain.  but  the 
instrtictions  of  his  state  were  different  and  he  must  obey 
them.  This  river  and  the  St.  Lawerence  were  the  only  nat- 
ural outlets  to  the  Mississippi  Valley,  he  declared,  and  the 
people  settled  there  had  so  long  enjoyed  the  use  of  lioth 
that  they  would  not  consent  to  be  deprived  of  them. 

Luzerne,  liowever,  resolved  once  more  to  take  up  the 
cudgels  for  the  cotirt  of  Madrid.  He  declared  that  since 
Spain  held  both  banks  of  the  river  there  was  nothing  for  the 
people  of  the  West  to  do  but  to  submit.  As  for  the  bound- 
aries, Spain  had  as  good  a  right  to  conquer  this  part  of  the 
British  Empire  as  had  the  states.  He  advised,  liowever, 
that  if  Congress  wanted  anything  it  had  better  tlirow  itself 
on  the  generosity  of  the  Spanish  King.'^ 

Jones  was  not  at  all  satisfied  with  tlie  position  of  the 
French  minister  and  sought  to  argue  against  it.  He  ob- 
served that,  if  Spain  had  a  right  to  conquer  the  western  ter- 

*After  this  plea  Jones  became  more  defiant  and  continued :  "Xous 
n'avons  pas  la  force  necessaire  pcur  obliger  ces  colons  a  s'expatrier  d'une 
terre  defrichee  par  leurs  mains  et  arrosee  de  leur  sueur.  E.  U.,  XIII. 
new  150. 

^"J'ai  objecte  . . .  .que  I'cccupation  seule  ne  constituoit  pas  de  droit  que 
la  Cour  d'Espagne  mettroit,  lorsquil  lui  plairoit  un  frein  aux  excursions 
de  ces  Colons,  quelque  nombreuse  que  fiit  leur  population  qu'elle  avoit 
conquis  les  forts  Anglois  sur  le  Mississippi  qu'elle  en  avoit  elle  meme 
eleve  d'autres  et  qu'elle  commanderoit  tellement  la  navigation  du  Mississip- 
pi que  tout  leurs  efforts  ne  pourroient  la  leur  faire  partager :  Qu'il  ne  fal- 
loit  done  pas  songer  a  s'en  emparer  comme  d"un  droit  meme  a  la  demander 
comme  une  condition  necessaire  que  de  pareilles  pretentions  ne  feroient 
qu'  indisposer  la  Cour  d'  Espagne  tandis  qu'en  lui  demandant  cette  lib- 
erte  de  naviguer  comme  une  faveur  et  avec  les  restrictions  necessaires 
pour  empecher  la  contrabande  on  devoit  esperer  de  la  generosite  de  Sa 
M.  Cathe  quant  aux  limites  de  I'Ouest  qu'il  voyoit  comme  moi  que  I'Es- 
pagne  etoit  en  droit  de  s'emparer  de  tout  ce  qui  apartinoit  a  I'Angleterre 
en  virtu  du  Traite  de  Paris  que  je  ne  pouvois  dire  avec  precision  quelles 
etoient  ses  vues  actuelle  mais  que  je  pensois  qu'elles  ne  pouvoient 
s'entendu  au  dela  de  ce  que  nous  avons  posside  au  du  posseder  a  la  rive 
gauche  du  Mississipi."    Ibid. 
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ritories  of  the  country,  it  had  an  equal  right  to  attack  any 
place  then  in  possession  of  the  English,  such  as  Georgia, 
South  Carolina,  or  New  York. 

To  this  view  Luzerne  fully  agreed,  but  replied  that  the 
friendship  of  Spain  was  such  that  she  would  make  no  un- 
just demands.  He  returned,  however,  to  his  suggestion 
that  Spain  would  probahly  want  the  east  bank  of  the  Mis- 
sissippi and  he  urged  that  Congress  should  grant  the  re- 
quest, relying  only  on  the  generosity  of  His  Majesty  to  do 
what  was  just  to  the  United  States. 

With  the  demands  of  Luzerne  there  came  a  divisicm 
between  him  and  the  French  party  in  Congress,  and  there 
came  also  a  closer  drawing  of  issues.  Before  this.  Congress 
had  been  unwilling  to  refuse  the  more  extreme  demands  of 
Spain;  but  it  now  felt  independent  and  began  to  suspect 
the  intentions  of  France. 

At  this  time  Jenifer  was  absent  and  his  aid  was  sorely 
needed  by  the  French  minister.  With  tlie  defection  of 
Jones  there  was  no  one  on  whom  to  rely  and  lie  was  com- 
pelled to  go  in  ])erson  to  learn  the  designs  of  the  anti- 
Gall  icans,  Tlie  committee  told  him  that  the  instructions 
to  be  given  to  Jay  on  the  question  of  the  ^lississippi  would 
be  such  as  Spain  would  accept;  but  the  members  refused  to 
commit  themselves  regarding  the  boundaries.*^  Luzerne 
was  not  content  and  went  to  other  members,  whom  he  found 
agreeable  enougli  in  conversation,  but  who  persisted  in  op- 
posing his  plans  in  Congress.'^  At  the  same  time  there  was 
apparent  a  movement  among  the  northern  members  to  sup- 
port tlie  ])retensions  of  the  South,  and  Luzerne  conjectured 
that  they  were  planning  another  attack  on  Canada.  This 
belief  soon  become  a  certainty  and  Luzerne  learned  that 
that  country  was  to  be  sought  as  a  pledge  for  the  evacuation 
of  the  southern  states.  He  did  not  believe,  however,  that 
the  Engiisli  would  be  willing  to  iiinke  the  exchiinge,  and  he 

"Luzerne  to  Vergennes,  August  25,  1780.     {E.  U.,  XIII,  no.  72>,  new 
150;  Esp.,  600.  no.  8,  new  108.) 
'Ibid. 
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thought  they  would  attempt  to  unite  the  South  with  the 
Floridas  to  form  a  new  colony .* 

Deprived  of  any  active  assistance  from  the  Americans, 
Luzerne  enlisted  the  services  of  his  secretary  Marbois  and 
the  two  planned  to  curb  any  radical  policy  that  should  get 
free  rein  in  Congress.  The  two  found  it  difficult  to  get 
definite  information,  and  Congress  itself,  torn  by  the  fear 
of  losing  the  assistance  of  Spain  and  the  desire  to  hold 
the  Mississippi,  was  undecided  what  course  to  take.^  It 
soon  became  clear,  however,  that  this  body  would  not  yield. 
A  delegate  one  day  informed  Luzerne  that  Congress  was 
disposed  to  grant  Jay  greater  discretion  in  regard  to  the 
Mississippi  river;  but  on  further  discussion  he  revealed 
that  this  discretion  would  allow  only  a  more  systematic 
regulation  of  contraband.^ *^ 

On  the  question  of  the  disposition  of  the  western  ter- 
ritories there  were  numerous  opinions.  Many  members 
thought  the  report  of  Jay  was  so  vague  that  they  could 
take  no  action  on  it  and  wished  to  wait  for  further  ad- 
vices.^ ^  Luzerne  regarded  this  delay  as  favorable  to  the 
Spanish  interests ;  and  he  and  his  secretary  strained  every 
nerve  to  win  over  a  majority  of  Congress.  In  these  nego- 
tiations he  labored  under  a  great  disadvantage  in  having  no 
precise  instructions  from  Spain  and  in  not  knowing  the 
exact  limit  of  her  pretensions.  Eagerly  he  searched  the  pa- 
pers of  Miralles,  left  in  the  hands  of  the  dead  Spaniard's 
secretary,  but  he  found  no  trace  of  instructions  from  Flor- 
ida Blanca.  Anxiously  he  awaited  the  arrival  of  a  new 
Spanish  agent,  who  could  furnish  definite  information.^^ 
The  legal  status  of  the  West  also  claimed  the  attention  of 
the  learned  Marbois.     With  members     of     Congress     he 

^E.  U.,  XIII,  no.  74,  new  152. 

^Ibid.,  XIII,  no.  80,  new  186. 

^^Ibid.,  no.  78,  new  176. 

^iLuzerne  to  Vergennes.  (Ibid.)  Marbois  to  Vergennes.  (Ibid.,  XIV, 
no.  88,  new  14.) 

^^Luzerne  to  Vergennes,  September  19,  1780.  (Ibid.,  XIII,  no.  80, 
new  186.) 
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went  over  the  charters  of  the  different  states,  compared 
them  and  pointed  out  that  they  were  "contradictor}^,  in- 
consistent and  ridicnh)iis."  In  them  lie  fonnd  imaginary 
l)oundaries  and  designations  of  countries  that  never  ex- 
isted. Under  his  logic  and  ridicule  tlie  claim  of  imme- 
morial right  was  abandoned  and  Congress  took  its  position 
on  the  ground  of  occupation  and  possession.^ ^ 

Borne  down  b}^  tlie  arguments  of  the  Frencliman,  several 
meuilfers  of  Congress  indicated  tlieir  willingness  to  accept 
a  compromise.  They  suggested  tlie  cession  to  Spain  of  the 
lands  between  the  Mississippi  and  the  right  bank  of  the  Ap- 
palachicola,  as  far  north  as  the  river  Tennessee.^ ^  In  these 
overtures  Luzerne  had  little  faith  ;  for  they  were  bitterly 
attacked  by  the  southern  states,  which  raised  the  cry  that 
Spain  was  seeking  their  disnu'mberment,  and  many  north- 
ern delegates,  anxious  to  gain  Canada,  supported  their  con- 
tentions. One  member  brought  to  memory  an  old  resolu- 
tion that  the  thirteen  states  were  indissolubly  united,  and 
argued  from  this  that  Congress  must  maintain  the  right  of 
the  states  to  all  their  possessions  and  in  no  case  could  it 
allow  any  diminution  of  territory. ^•''  lie  denuinded  that 
it  declare  in  precise  fashion  the  exact  limits  of  the  various 
states  and  draw  u])  a  mutual  guarantee  to  maintain  them. 
Another  delegate,  in  his  anger,  proposed  that,  in  case  the 
Spanish  court  did  not  admit  the  American  claims,  Jay 
should  be  ordered  to  break  ofif  negotiations  and  quit  the 
country.  Wiser  counsels  prevailed  and  neither  of  these 
pro])ositions  ])asse(l.  Congress  did  not  wish  to  lose  the  aid 
of  Spain  by  displeasing  her  but  it  juit  f;iith  in  Jay's  sugges- 
tion that  if  it  remained  firm  she  would  "tiimlly  be  content 
with  ecjuitable  regulations,^"' 

i-'Marbois  to  Vcrgenncs,  September  30.  1780.  ( /;.  I'.,  XIII,  no.  85, 
new  211.') 

i'*Luzerne  to  Vergennes.  September  8,  1780.  {Ibid..  XIII,  no.  78, 
new  176.) 

^''Ibid.  Luzerne  states  tbat  tliese  were  tlie  motives  I)Ut  they  are  not 
given  in  any  of  the  published  journals  of  Congress. 

i«Wharton,  Dil>.  Cor.,  Ill,  no.  725. 
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The  decision  in  regard  to  new  instructions  to  Jay  liung 
fire  until  the  beginning  of  October.  Every  day  was  ex- 
pected to  bring  a  letter  giving  fuller  and  more  definite  ex- 
planation of  Spain's  proposed  boundary.  Congress  itself 
appeared  to  the  French  embassy  hopelessly  divided  on  the 
question.  Some  wished  to  follow  Jslj'h  advice  to  remain 
firm ;  others  insisted  that  the  states  should  make  reasonable 
sacrifices  for  tlie  common  good.  So  opposed  were  the  opin- 
ions that  maiiy  Avould  not  discuss  them  at  all  for  fear  of 
violent  and  bitter  debates.^' 

Jay  had  aslved  for  definite  instructions,  and  at  last 
Jenifer  insisted  that  they  be  given  him.  "Decency,  the  re- 
gard due  to  Spain,  and  the  interests  of  tlie  states,"  he  said, 
"demand  that  we  should  consider  this  affair  without  de- 
lay." ^^  He  then  moved  that  Jay  be  instructed  to  promise 
Spain  satisfaction  on  the  points  in  dispute,^''  and  defended 
his  proposition  in  a  lengthy  speech,  describing  the  failures 
of  the  last  campaign  and  the  necessity  of  help  from  Spain  if 
independence  were  to  be  sectired.-"  Many  speeches  were 
made  in  answer  to  his  argument  and  the  whole  question  of 
the  boundaries  and  the  navigation  of  the  Mississippi  was 
again  gone  over.  Jenifer's  opponent's  discotirsed  on  the 
sacred  sanction  of  the  charters,  and  declared  the  necessity  of 
conserving  the  rights  of  the  states  if  tmity  and  prosperity 
Avere  to  be  attained.  They  spoke  of  the  generosity  and 
fairness  of  the  king  of  France  in  contrast  to  the  ambition 
of  Spain  and  her  evident  intention  of  taking  advantage  of 
their  distresses.  One  speaker  claimed  that  "if  Spain  had 
the  right  to  make  the  conqtiest  of  all  that  belonged  to  the 
king  of  Great  Britain,  His  Catholic  Majesty,  by  virtue  of 
this  principle,  would  form  claims  on  Georgia  and  South 
Carolina  which  were  then  in  the  hands  of  the  British.'' 
Others  asserted  that  if  they  abandoned  their  fellow  citi- 

I'Barbe  de  Marbois  to  Vergennes,  October   lo,   1780.     (E.   U..  XIV, 
no.  88,  new  14.) 

'^^Ibid.     The  published  journals  of  Congress  do  not  give  this  motion. 
-•^The  whole  debate  is  described  in  Marbois  to  Vergennes.     {Ibid.) 
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zens,  Spanish  rule  would  prove  so  oppressive  that  revolu- 
tion would  soon  break  out.  Especial  emphasis  was  also  laid 
on  the  duty  of  Congress  to  protect  the  interests  of  the  states 
that  were  then  invaded,  and  it  was  heralded  about  that  if 
the  southern  delegates  assented  to  the  cessions  demanded 
"they  would  answer  for  it  with  their  heads."-^  The  argu- 
ments of  Jenifer  were  feebly  supported  by  the  other  mem- 
bers and  the  motion  was  finally  lost. 

On  October  4  Congress  unanimously-^  passed  resolu- 
tions to  adhere  to  its  former  instructions  and  two  days 
later  appointed  a  committee  consisting  of  Madison,  Sulli- 
van, and  Duane  to  draft  a  letter  to  Ja3\-^  Of  this  com- 
mittee Marbois  judged  ^ladison  to  be  the  most  moderate, 
but  he  was  bound  by  instructions  and  could  not  recede  from 
the  pretensions  of  his  state.-^  He  was  willing,  however,  to 
talk  over  the  question  with  the  French  envoy,  who  at- 
tempted in  every  wa}^  to  get  him  to  tone  down  the  letter  to 
Ja}'.  Madison  was  conciliatory  in  his  attitude  towards 
France,  but  he  remained  firm  on  the  policy  approved  in 
Congress.-^ 

After  the  resolutions  of  October  4,  there  alppears  to  have 
been  only  one  advocate  of  concession  in  Congress,  Daniel  of 
St.  Thomas  Jenifer,  who  had  for  nearly  two  years  been  a 
most  earnest  supporter  of  the  Spanish  alliance  and  had 
throughout  shown  entire  willingness  to  grant  any  sacrifice 
to  obtain  it.  Before  he  had  come  to  represent  his  state  at 
Pliiladelphia  he  liad,  as  president  of  the  senate  of  ^lar^-- 
land,  attracted  the  notice  of  Gerard  and  the  two  had  be- 
come firm  friends.-^'  T^pou  entering  Congress  in  November, 
1778,  he  at  once  identified  himself  with  the  French  party 

-^E.  U.,  XIV,  no.  88,  new  14. 

--Journals  of  Continental  Congress  (Hunt  ed.),  XVIII,  900.  Mar- 
bois saj'S  that  Congress  passed  this  resolution  by  a  plurality  of  six  votes. 
E.  U.,  XIV,  no.  88,  fol.  14. 

-^Marbois  to  Montmorin,  October  17.     (Esf^.,  601,  no.  10,  new  63.) 
-^Marbois  to  Vergenes,  October  21.      (E.  C,  XIV,  no.  92,  new  29.) 
To  Montmorin.  (Esp.  601,  no.  11.  new  71.) 

-^Marbois  to  Montmorin,  October  17.     {Esp.,  601,  no.  10,  new  63.) 
-^Journals  of  Continental  Congress  (Ford  ed.),  XII,  1141. 
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and  soon  became  its  most  active  and  radical  member.  When 
the  designs  of  Spain  to  get  control  of  the  West  became 
noised  about  and  it  became  apparent  they  received  the  sup- 
port of  the  French  minister,  many  of  the  old  adherents  of 
Gerard,  men  like  Jay  and  Gouverneur  Morris,  determined 
upon  an  independent  course.  Not  so  Avith  Jenifer.  He  be- 
came an  ardent  enthusiast  for  any  concession  that  would 
help  to  gain  Spanish  assistance  or  would  please  the  king  of 
France.  His  views  do  not  appear  to  liave  been  regarded 
as  unpatriotic  hj  his  constituents  at  home  or  his  colleagues 
in  Congress.  He  became  the  center  of  opposition  to  the 
combination  of  Samuel  Adams  and  the  Lees  to  push  New 
England  interests  in  Canada  and  Virginian  ambitions  in 
the  Mississippi  valley.  He  was  the  first  representative  of 
the  small  states  party  and  drew  to  his  side  all  factions 
jealous  of  the  dominance  of  the  "Junto." 

Maryland  had  no  interest  in  a  colonial  policy  and 
dreaded  the  dominance  of  her  southern  neighbor.  The  nav- 
igation of  the  Mississippi  and  the  control  of  its  valley 
meant  no  increase  in  her  resources  but  only  an  added  ex- 
pense to  conquer  them.  Delaware,  Pennsylvania,  New 
York,  and  New  Jersey  were  likewise  circumscribed  in  their 
limits  and  never  displayed  much  enthusiasm  for  acquisi- 
tions to  the  territory  of  their  sister  states.  At  the  behest 
of  Gerard,  Jenifer  had  led  tlie  fight  against  the  demands  of 
Congress  for  the  right  to  navigate  the  Mississippi  as  ex- 
pressed in  Jay's  first  instructions.  In  tlie  winter  of  1779-80 
when  Luzerne  and  Miralles  were  urging  acquiescence  in 
Spain's  pretentions  to  the  ownership  of  Eastern  Louisiana, 
Jenifer  had  been  their  spokesman  and  had  continued  the 
advocate  of  Spain  during  the  second  struggle  over  the 
policy  of  Congress  towards  the  West. 

Not  at  all  daunted  by  his  defeat  in  the  resolutions  of 
October  4,  Jenifer  planned  with  Marbois-"  to  renew  the 
fight  when  the  committee  should  report  its  draft  of  the  let- 
ter to  Jay.^®    They  sought  to  influence  the  members  of  Con- 

^^Luzerne  had  left   Philadelphia  on  his  vacation. 

28Marbois  to  Vergennes,  October  lo.     (£.  U.,  XVI,  no.  88,  new  14.) 
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j>re!^s  both  by  private  conferences  and  l)y  ari»niiients  de- 
livered before  the  whoh*  assembly.  They  were  still  handi- 
capped, liowever,  by  their  inability  to  si)eak  anthoritatively 
on  the  ])osition  of  Siiain.  The  secretary  of  ^liralles  had 
been  left  as  charge  d'allaires  in  Pliiladelphia  and  lie  had 
only  a  va^ne  notion  of  tlie  desires  of  his  court.-^  He  was 
frijihtened,  however,  at  the  stand  of  Congress  and  begged 
Marbois  to  exert  his  inlinence  in  behalf  of  more  moderate 
measnres.  ^Vith  different  members  of  Congress  different 
argnments  were  employed.  To  the  more  radical  there  was 
pointed  out  the  need  of  an  alliance  witli  Si)ain  and  the  dan- 
ger of  displeasing  her  if  the  claims  of  Congress  were  based 
on  pretensions  of  right.  To  tliem  it  was  urged  that  the 
T'nited  States  slionld  tlirow  tliemselves  on  tlie  magnanimity 
and  generosity  of  the  Catholic  king.""'  To  tliose  who  were 
very  friendly  to  the  French  king  and  yet  suspicious  of 
S])anish  ambitions,  Marbois  tirged  concession  because  it 
would  please  His  Majesty,  and  this  argument  lie  thought, 
had  a  powerful  effect.  Throughout  the  whole  war  there 
were  fre(]uent  expressions  of  gratitude  for  French  aid;  and 
on  these  the  French  representatives,  tlio  often  disappointed, 
depended  for  substantial  acts  of  gratitude.  In  this  case 
however,  Marbois  received  more  tlian  ordinary  encourage- 
ment and  felt  confident  of  success.  Samuel  TTuntingt(Ui 
himself,  the  president  of  Congress  and  a  New  lOnglander, 
expressed  alarm  at  the  prospect  of  incurring  the  enmity  of 
Sjiain  and  promised  to  urge  moderation  in  tlie  new  instruc- 
tions to  Jay."^^ 

At  the  solicitation  of  Marbois  and  with  his  help  Jenifer 
inidertook  to  prepare  a  memoii-  which  should  set  forth  the 
]>T'eleiisi()ns  of  S])ain  in  the  most  favorable  light  and  answer 
all  the  argniiieiils  of  the  ()])i)osition.''-  The  result  of  his  la- 
bors  is    the    clearest    and    most    convincing   exposition   of 

-"Marbois  to  Vergennes,  October  17.   1780.     (E.  (/.,  XI\',  no.  91,  new 
23.)     Marbois  to  Montinorin,  October  17,  1780.     (Es^.,  601  no.  10,  new  63.) 

^^Ibid. 
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Spain's  position  that  appeared  during  the  revolution.""  He 
goes  over  all  the  old  questions  of  the  validity  of  the  char- 
ters, the  treaty  of  17()3,  the  necessity  of  a  well-defined 
frontier,  such  as  tlie  Mississippi,  and  all  the  legal  and  diplo- 
matic questions  involved.  In  this  document  the  Maryland 
delegate  argued  that  those  interested  in  the  (juestion  ought 
to  have  no  voice  in  the  decision ;  but  no  state  would  consent 
to  remain  defenseless  while  its  claims  were  set  aside.  The 
most  powerful  point  of  his  argument,  however,  was  for  con- 
cessions to  win  the  alliance  of  Spain. "^ 

His  legal  analysis,  keen  tho  it  was,  could  have  little 
effect  on  a  body  of  revolutionists  who  held  it  their  duty  to 
obey  the  wishes  of  their  constituents.  Alliance  with  Spain, 
however,  had  become  a  vital  question.  Gates  had  been  igno- 
miniously  defeated  in  Soutli  Carolina^'^  and  the  interior  of 
the  whole  region  as  well  as  the  cities  along  the  coast  were 
in  the  possession  of  the  British."''  The  patriot  party  in  the 
South  was  broken  up  and  such  of  its  leaders  as  were  alive 
and  free  had  fled  to  the  north.  It  was  the  time  of  greatest 
discouragement  for  the  American  cause.  The  American 
army  was  unpaid  and  unprovided  for  and  the  French  king 
bad  refused  to  grant  another  subsidy  or  to  send  more  troops 
and  the  French  navy  had  for  a  long  time  rendered  no  serv- 
ice.^' In  the  midst  of  this  general  distress,  news  of  Ar- 
nold's treason  added  to  the  all-pervading  spirit  of  gloom. ^'^ 

It  was  a  fitting  time  to  urge  any  concession  to  secure 
the  help  of  Spain,  and  Jenifer  made  the  most  of  his  oppor- 
tunity. In  contrast  to  the  reverses  of  the  Continental 
army,  Spanish  troops  were  victorious  on  the  Mississipi ; 
and  it  was  believed  they  would  soon  overrun  the  whole  ter- 

^•''The  title  of  this  memoir  was  "Observations  on  the  points  contested 
in  the  present  negotiations  between  Spain  and  the  United  States."  Copies 
were  enclosed  to  Vergennes  and  Montmorin  with  the  dispatches  of 
October  17. 

3*£.  U.,  XIV,  no.  91,  new  25. 

^^"Observations"  etc.  with  dispatch  of  October   17,   (Ibid.) 

'■^^Ibid.  Van  Tyne,  American  Revolution,  301. 

^''Marbois  to  Vergennes.     (£.   U.,  XIV,  no.  gi,  new  23.) 

^^Van  Tyne,  American  Revolution,  306. 
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ritory  in  dispute.  Why  not  then,  lie  argued,  make  a  virtue 
of  necessity  and  in  return  for  tlie  Spanish  alliance  grant 
that  which  we  can  never  hope  to  conquer V''*^  With  the  help 
of  Spain  he  held  that  succes>s  was  assured;  without  it  fail- 
ure was  inevitable.  Under  the  existing  conditions  he  be- 
lieved that  the  war  carried  on  by  Spain  was  more  harmful 
than  helpful  to  the  American  cause,  for  Spanish  demands 
were  a  drain  on  the  resources  provided  for  by  France.  AVith 
the  Spanish  troops  to  attack  from  the  south  and  the  Ameri- 
cans from  the  north,  he  argued  the  British  would  be  be- 
tween two  tires  and  would  soon  be  driven  out  of  the  coun- 
try.-*« 

How  are  we  to  secure  this  needed  assistance?  he  asked. 
There  was  only  one  way  possible:  to  grant  the  Catholic 
King  Eastern  Louisiana  and  the  exclusive  navigation  of  the 
Mississippi.  In  this  opinion  he  was  backed  up  by  the  pow- 
erful influence  of  the  French  embassy  and  he  felt  that  Con- 
gress must  agree  to  make  the  concession.^ ^ 

The  opposition  to  surrendering  American  interests  in 
the  West,  strangely  enough,  was  led  by  New  England, 
while  the  southern  states  were  rather  inclined  to  give  up 
their  claims.  The  eastern  delegates  argued  that  since  Jay 
was  on  the  ground  his  opinion  should  be  followed  and  they 
were  for  remaining  firm,  ^larbois,  however,  thought  there 
were  other  reasons  for  their  stand.  The  eastern  states  had 
never  been  amenable  to  French  influence  and  had  been  the 
hot -bed  of  the  ant  i-Oallican  ])arty.  Their  attitude  had  often 
before  been  attributed  to  hostility  to  the  French  alliance, 
and  Marbois  thought  that  this  hostility  was  more  bitter  in 
its  o])position  to  S])aiu.  In  these  states  the  British  power 
was  considered  broken  and  he  believed  that  their  leaders 
wished  to  continue  the  war  in  order  to  conquer  Canada  and 
Nova  Scotia.^'-    Still  another  reason,  he  suggested,  might  be 

39Van  Tyne,  American  Revolution,  306. 

^""Observations"  etc.,  with  dispatch  of  October  17.     (£.  U.,  XIV,  no. 
91,  new  26.) 
*^Ibid. 
*-Ibid. 
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that  they  feared,  if  the  ultimatum  on  the  western  bound- 
aries was  set  aside,  the  southern  states  would  desert  them 
on  the  issue  of  the  northern  limits. 

The  attitude  of  the  middle  states  was  more  moderate. 
New  York  held  strongly  for  the  former  instructions  on  the 
western  boundary  but  was  willing  to  surrender  the  naviga- 
tion of  the  Mississippi.  Marbois  believed  that  she  hoped,  if 
the  right  to  use  this  river  were  prohibited,  her  citizens 
could  then  control  the  western  trade  by  the  way  of  the 
Lakes  and  the  Hudson,  New  Jersey,  Pennsylvania,  Dela- 
ware, and  Maryland  appeared  for  the  most  part  indifferent 
to  the  West  and  strongly  anxious  for  the  favor  of  the  King 
of  France  and  the  alliance  with  Spain.  Marbois  tliought 
that  when  the  question  came  up  for  final  decision  they 
would  all  vote  in  favor  of  his  projects."*-^  Virginia,  led  by 
Madison,  was  inflexibly  opposed  to  any  concession.  The 
delegates  from  the  three  southern  states  expressed  to  Mar- 
bois their  opinion  that  Spain  should  be  conciliated,  but  de- 
<!lared  they  must  not  vote  to  nuike  any  sacrifices  of  the 
rights  of  their  states.^^ 

On  October  17  the  committee  submitted  its  draft  of  a 
letter  to  Jay  explaining  the  "reasons  and  principles"  on 
which  the  resolutions  of  the  -Itli  were  founded."^'  This  letter 
was  prepared  by  Madison^*"  and  is  in  his  handwriting."'"  It 
presents  a  masterly  defense  of  the  principles  agreed  upon 
two  weeks  before  and  answers  in  detail  the  memoir  of  Jen- 
ifer with  a  breadth  of  view  never  attained  by  the  mem- 
ber from  Maryland.  It  states  simply  and  concisely  the  po- 
sition of  Congress,  and  then  i)asses  to  a  discussion  of  the 

*^E.  U.,  XIV,  no.  91,  new  26. 

**Ibid. 

^''Journals  of  Continental  Congress  (Hunt  ed.),  XVIII,  935. 

*®"Mr.  Madison,  charged  by  his  colleagues  to  show  in  memoir  the 
state  of  the  question  of  the  navigation  of  the  Mississippi  and  the  posses- 
sion of  the  lands  situated  on  the  left  bank  of  that  river,  has  communicated 
to  me  this  writing  .  .  .  .  "  Marbois  to  Vergennes,  October  21,  1780. 
(E.   v.,  XIV,  no.  92,  new   29)  ;   to   Montmorin    {Esp.,  601,   no.    11,   new 

yi). 

*' Journals  of  Continental  Congress  (Hunt  ed.),  XVIII,  947. 
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questions  involved.  In  his  contention  for  the  Mississippi 
as  the  western  boundary  Madison  ignores  the  obsolete  de- 
limitations of  the  charters  and  bases  his  arguments  on  the 
cession  by  the  treaty  of  17G3.  "It  is  sufficient  that  by  the 
detiuition  of  tlie  treaty  of  Paris,  of  17G3,  article  seventh,  all 
the  territory  now  claimed  by  the  United  States  was  express- 
ly and  irrevocally  ceded  to  the  king  of  Great  Britain^ 
and  that  the  United  States  are,  in  consequence  of  the  revo- 
lution in  their  government,  entitled  to  the  benefits  of  that 
cession. "^^  The  sovereignty  of  this  territory,  he  contended, 
was  vested  in  the  king  of  Great  Britain  by  virtue  of  his  po- 
sition as  king  of  the  people  of  America.  Consequently^ 
when  this  sovereignty  over  the  thirteen  states  was  over- 
thrown, it  returned  to  the  people.  "From  these  princi- 
ples," he  asserted,  "it  results  that  all  the  territory  lying 
within  the  limits  of  the  states,  as  fixed  by  the  sovereign 
himself,  was  held  by  him,  for  their  particular  benefits,  and 
must  equally  with  his  other  rights,  and  claims  in  quality 
of  their  sovereign,  be  considered  as  having  devolved  on 
them,  in  consequence  of  tlieir  resumption  of  the  sovereignty 
to  tliemselves."  In  answer  to  the  Spanisli  claim  of  right  of 
conquest,  Madison  replied  that  these  conquests  did  not  ex- 
tend farther  north  than  Fort  Natchez,  while  the  remain- 
der of  the  territory  had  been  conciuered  and  was  held 
by  American  arms.  He  furthermore  insisted  that  thti 
United  States,  as  an  idependent  nation,  could  not  permit 
another  power  to  conquer  territory  contained  within  its 
limils.'*''  He  defended  the  rights  of  the  United  States 
to  this  territory  on  the  grounds  of  a  national  boundary 
and  its  settlement  by  American  citizens.  The  right  to  navi- 
gate the  ^Iississii)pi  river  ]\Iadison  based  on  arguments 
the  same  as  those  advanced  for  the  possession  of  the  west- 
ern territories,  and  the  right  of  passage  tlirough  the  Span- 
ish possessions  lie  su])ported  by  appeal  to  the  law  of  na- 
tions.^^    The  document  as  a  whole  shows  much  learning  and 

*^ Journals  of  Continental  Congress  (Hunt  cd.),  XVIII,  936. 
*^Ibid.,  XVIII,  938. 
so/fci'(/.,  945. 
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a  tboro  understanding  of  the  principles  of  international 
law.  It  is  clear  in  exposition  and  expresses  the  most  subtle 
ideas  in  a  simple  and  concise  manner.  In  spite  of  the  fact 
that  Marbois  considered  the  pretensions  of  theUnited States 
as  set  forth  in  this  document  as  too  ambitious,^ ^  the  letter 
was  accepted  by  Congress,  with  the  belief  that  it  would 
convince  Spain  of  the  justice  of  the  American  position.^^ 

According  to  Marbois,  however,  Jay  was  left  much  dis- 
cretion as  to  insistence  on  the  resolutions  of  Congress.  He 
was  not  to  present  them  as  an  ultimatum,  and  was  author- 
ized to  retract  as  circumstances  and  prudence  suggested. 

Altho  the  French  representatives  did  not  approve  the 
stand  of  Congress,  they  recognized  a  spirit  of  moderation 
that  promised  a  reasonable  settlement.  Marbois  wrote  that, 
if  Spain  acceded  to  the  conditions  laid  down  by  Congress, 
her  action  would  cause  general  satisfaction  in  America.  He 
was  not,  however,  sanguine  of  such  a  concession,  and  sought 
to  prepare  Congress  for  harder  terms.  He  was  handicapped 
in  his  efforts  by  ignorance  of  the  full  extent  of  Florida 
Blanca's  demands^^  and  felt  constrained  to  inform  Con- 
gress of  his  lack  of  definite  knowledge. 

The  decision  of  CongTess  in  these  instructions  to  Jay 
marks  the  end  of  the  personal  diplomacy  of  the  French  min- 
isters. Upon  the  gratitude  of  Congress  and  personal  coun- 
sel to  individual  members  of  Congress  Gerard  and  Luzerne 
had  built  up  a  powerful  machine  in  the  interests  of  the 
Spanish  ambition.  One  by  one  the  members  of  this  organ- 
ization had  fallen  away,  and  after  the  debate  of  October 
several  months  elajjse  before  Jenifer's  name  appears  in  the 

^^Marbois  to  Vergennes,  October  21.     {E.  U .,  XIV,  no.  92,  new  29.) 
^-"The  president  of  Congress  has  said  that  he  believes  an  impartial 
power  v/ill  find  the  new  instructions  satisfactory  for  the  court  of  Madrid."" 
Ibid. 

*3He  believed,  however,  that  Spain  "had  demanded  of  Congress  at 
this  moment  that  part  of  Louisiana  which  in  the  atlas  of  Damible  is 
comprised  between  the  Mississippi  on  the  west,  the  Floridas  on  the  south, 
the  river  Athbamnus  or  Appalachicola  on  the  east,  and  a  line  drawn  from 
the  sources  of  these  rivers  to  the  mouth  of  the  Ohio  in  the  Mississippi.'* 
Ihxd. 
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votes  of  Congress.'^^  With  his  departure  the  last  partisan 
of  tlie  old  French  party  disappears  and  the  diplomacy  at 
Philadelphia  begins  to  assume  the  character  of  interna- 
tional relations. 

This  effort  of  Luzerne  and  Marbois  also  marks  their 
last  attempt  at  active  intervention  in  behalf  of  Spain.  Gar- 
doqui,  the  successor  of  ^Miralles,  had  arrived  and  he  neither 
gave  information  to  the  French  representatives  nor  sought 
their  confidence.  Henceforth  there  is  no  intimation  that 
French  and  Si)aniard  are  hand  and  glove  and  Gardoqui  is 
left  free  to  pursue  his  aims.  Another  reason  for  this  with- 
drawal from  tlie  Spanisli  affairs  may  be  found  in  the  in- 
structions of  ^^ergennes.  He  had  previously  declared  his 
ignorance  of  Auierican  rights  in  the  West  and  his  fears  of 
incurring  the  distrust  of  the  United  States ;"'•'"  and  in  conse- 
quence, he  now  directed  his  representative  to  cease  inter- 
fering and  to  urge  nothing  against  the  will  of  Congress. 

Thus  by  the  close  of  1780  the  United  States  had  re- 
ceived recognition  in  spirit  as  previously'  in  fact  and  was  no 
longer  a  mere  protege  of  the  French  monarchy.  It  was  ac- 
knowledged that  Congress  could  judge  of  its  own  rights  and 
interests  and  was  not  to  be  doiiiiuated  by  notions  of  senti- 
ment. Spain  must  seek  her  ends  through  the  channels  of 
ordiuai'v  diploiiuicy  and  tlu^  United  States  were  henceforth 
I)('i'ini((ed  to  work  out  their  own  destiny. 

^'^Ile  is  not  recorded  as  voting  until  April,  1781. 
^^See  above,  p.  170,  note  54. 


CHAPTER     X 

THE  CLOSE  OF  THE  WAR 

Congress?  proceeded  to  the  exercise  of  its  new  found 
freedom  with  moderation.  Marbois  had  expressed  the  be- 
lief that  the  shifting  membership  of  this  body  would  sooner 
or  later  cause  a  change  in  its  policv;^  and  within  a  few 
months  this  opinion  was  apparently  justified.  In  October 
Congress  had  unanimously  agreed  to  resolutions  demand- 
ing widely  extended  boundaries,  but  these  resolutions  did 
not  express  the  ideas  of  all  the  members,  and  many  of 
them  assured  Marbois  that  they  would  be  satisfied  with 
narrower  limits,  but  that  it  was  necessary  to  present  a 
united  front. 

There  were  many  considerations,  however,  that 
pointed  to  the  necessity  of  concession.  Cornwallis  now 
held  Georgia  and  Soutli  Carolina  and  had  advanced  nortli- 
ward  far  enough  to  proclaim  North  Carolina  a  conquered 
province;-  and  it  appeared  that  without  more  effective 
aid  these  three  states  would  be  lost  to  the  union.  In  the 
north  Washington  was  inactive,  and  no  additional  help 
was  then  expected  from  the  French.  Still  another  danger 
menaced  the  republic ;  the  danger  that  Spain  would  make 
a  separate  peace  with  Great  Britain;  and  early  in  1781 
came  a  letter  from  Jay  which  aroused  still  greater  doubts 
as  to  Spanish  designs.  Jay  had  learned  of  Spain's  nego 
tiations  witli  a  British  agent,  and  of  her  disavowal  of  any 
purpose  to  treat  independently;^  but  the  agent  still  re- 
mained.    ''If  they  have  rejected  all  overtures  of  Britain, 

^Marbois    to    Vergennes,    October     i,     1780.       (£.    U.,   XIV,   no.   92, 
new  29.) 

-Van  Tyne,  American  Revolution,  324. 
•"•See  p.   143. 

i8g 
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why  is  Mr,  Cumberland  still  here,"  asked  Jaj;^  and  his 
suspicions  found  an  immediate  echo  in  Congress. 

The  Americans  had  abandoned  their  claim  to  any  ter- 
ritory by  charter  right,  and  now  realized  that  their  pre- 
tensions, in  order  to  be  effective,  must  be  maintained  on 
other  grounds.  The}'  understood  at  last  that  when  they 
came  to  treat  for  peace  the  enemy  would  surrender  terri- 
tory in  their  possession  only  for  adequate  compensation. 
This  truth  had  been  urged  by  Vergennes;  and  he  had  in- 
sisted that  the  first  aim  should  be  to  expel  the  enemy  from 
their  borders,^  but  nothing  had  been  accomplished.  Now 
with  the  British  in  possession  of  the  southern  states  and 
the  Spaniards  active  along  the  Mississippi,  Congress  re- 
solved to  retrieve  itself  and  proposed  two  plans  of  action : 
an  effective  military  campaign,  and  renewed  efforts  to 
obtain  help  from  the  Court  of  Madrid.  Washington  was 
entrusted  with  the  military  plans  and  prepared  for  en- 
ergetic measures.  Once  more  he  turned  his  eyes  towards 
Canada  and  succeeded  in  convincing  the  reluctant  Lu- 
zerne of  the  advisability  of  its  conquest."  Luzerne  ad- 
mitted tlie  desire  of  his  court  to  free  the  French  in  Can- 
ada as  it  had  freed  tlie  Anglo-Saxon  colonies,  and  declared 
its  eagerness  to  attempt  any  measures  for  the  humiliation 
of  Britain ;  he  also  wrote  to  Vergennes  that  he  thought  the 
invasion  would  be  "practical  and  of  great  utility.""  Ver- 
gennes lent  a  favorable  ear  but  urged  that  the  British 
should  first  be  expelled  from  the  Ignited  States,  After  this 
should   be   accomplished,   he   declared   his   willingness   to 

^November  6,  1780.  (Wharton,  D//'.  Cor.,  IV,  148.)  Cumberland  was 
the  name  of  the  British  agent. 

'^See  p.  191,  note  9. 

^Luzerne  to  Vergennes,  November  3,  1780.  (E.  U.,  XIV,  no.  49, 
new  213.) 

^Au  defaut  du  Siege  de  New  York,  qui  paroit  devoir  otre  au  dessus  de 
nos  moyens  au  nioins  pour  la  plus  grande  partie  de  la  Campagne,  une  ex- 
pedition contre  le  Canada  Sera  la  plus  agreable  aux  Etats  de  la  nouvelle 
Angleterre,  et  je  crois  qu'elle  est  a  la  fois  practicable  et  d'une  utilite  in- 
finee."  Luzerne  to  Vergennes,  April  29,  1781.  (E.  U.,  XVI,  no.  62, 
new  137.) 
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support  the  expedition,  for  be  regarded  it  as  necessary 
for  Halifax  and  Penobscot  at  least  to  belong  "either  to 
us  or  to  the  Americans,"*^  The  project  was  continually 
discussed  in  Congress'^  but  military  events  forbade  its  un- 
dertaking. The  advance  of  Cornwallis  to  the  north  threat- 
ened the  central  states,  and  thus  ended  the  last  attempt 
against  Canada. 

In  the  Mississippi  Valley,  American  power  was  equally 
precarious,  altho  in  the  regions  of  Kentucky  and  Ten- 
nessee settlers  from  the  states  had  occupied  the  land  and 
it  seemed  that  possession  there  was  secure.  The  expedi- 
tion of  Clark  had  given  the  Americans  a  claim  to  a  large 
part  of  the  territory  north  of  the  Ohio;  but  the  British 
still  held  posts  on  the  Lake  Shore,  such  as  Niagara,  De- 
troit, and  Mackinac,  and  these  commanded  an  extensive 
region.  Washington  felt  that  it  was  essential  to  reduce 
these  posts,  but  he  did  not  have  the  necessary  military 
strength  to  do  so  alone,  and  suggested  that  Virginia  should 
furnish  additional  aid.^" 

The  Spaniards  in  this  region  had  aroused  the  fears 
of  the  Americans.  Their  designs  on  Eastern  Louisiana 
were  well  known,  and   their  expeditions  along  the  Mis- 


^Vergennes  to  Luzerne,  October  22,  1780.  (£.  U.,  XIV,  no.  32.) 
^This  measure  was  chiefly  fostered  by  the  Xew  England  delegates 
who  insisted  that  their  states  would  never  be  secure  as  long  as  Great  Brit- 
ain held  Canada.  Luzerne  to  Vergennes.  April  29.  (E.  U.,  XVI,  no.  62,  fol 
137.)  "Le  penchant  des  delegations  du  Xord  pour  une  expedition  centre  le 
Canada  se  manifeste  de  plus  en  plus  et  M  Samuel  Adams  qui  vient  de 
partir  pour  I'Etat  de  Massachussett  est  toujours  plein  de  cette  idee.  Les 
Delegues  du  Sud  qui  sentent  combien  il  importe  de  ne  donner  lieu  a  au- 
cune  division  en  Congres  sur  la  matiere  importante  ....  ont  cru  devoir 
se  montrer  faciles  sur  les  pretentions  de  leurs  Colleagues  ....  mais  ils 
ont  memes  tems  annonce  qu'ils  s'opposeroient  de  tout  leur  pouvoir  a  toute 
operation  contre  Quebec  ou  les  autres  parties  Septentrionales  du  Canada 
aussi  longtems  qu'une  parti  des  Treize  Etats  seroit  invadie  . . .  ."  May  12, 
1781.     {Ibid.,  no.  75,  new  139.) 

i°Washington  to  Jefferson,  December  28,  1780.     {Writings  (Ford  ed.), 
IX,  81.) 
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sissippi  wore  of  an  alarming  character.^  ^  Galvez  Lad  early 
captured  the  British  posts  on  the  lower  Mississippi  without 
protest;  but  when  in  1781  the  Si)anish  commander  at  St. 
Louis  sent  an  exjiedition  across  the  Illinois  country  which 
captured  St.  Jose])h,  there  was  a  cry  of  alarm  among  pa- 
triotic Americans.^^  It  is  probable  that  Spain  did  not 
have  any  designs  on  the  territory  north  of  the  Ohio,  but 
her  intrigues  to  obtain  that  soutli  of  this  river  convinced 
many  that  she  was  trying  to  get  possesion  of  the  whole 
Mississip])i  valley. 

In  harmony  with  ^Vashington's  ideas,  and  possibly 
at  his  suggestion,  two  expeditions  were  planned  against 
the  Northwest.  One  was  to  be  composed  of  French  "hab- 
itants" along  the  Mississippi,  under  the  leadership  of  La 
Balme;  the  other  was  to  be  made  up  of  troops  from  Vir- 
gina  and   Kentucky  commanded  by  Colonel  Clark.^^     La 

^^Geo.  Rogers  Clark  wrote  to  John  Todd  in  March,  1780:  "I  am  not 
clear  but  that  the  Spaniards  would  fondly  suffer  their  settlements  in 
the  Illinois  to  fall  with  ours  for  the  sake  of  having  the  opportunity  of 
retaking  both."  {John  Todd  Papers:  Chicago  Historical  Society  Collec- 
tions, IV,  326.) 

^-See  E.  G.  Mason,  "March  of  the  Spaniards  across  Illinois."  {Maga- 
zine of  American  History,  XV,  457.)  This  account  merely  reflects  the 
contemporary  American  fears  without  any  real  knowdedge  of  facts.  Frank- 
lin was  very  much  alarmed  at  the  Spanish  project,  fearing  it  was  an  at- 
tempt to  restrict  the  republic  to  the  Appalachian  mountains.  (Franklin 
to  Livingston,  April  12,  1782.  Writings,  Smyth  ed.,  VIII.  425.)  Jay 
wrote  to  Congress  on  March  12.  that  the  Madrid  Gazette  after  describ- 
ing the  expedition  speaks  of  its  importance  as  preventing  the  English 
from  attacking  St.  Louis  and  compelling  the  Indians  to  remain  neutral  in 
the  war.  (Wharton.  Dip.  Cor.  V,  364.)  Luzerne  did  not  know  what  motive 
the  Spaniards  liad  in  undertaking  this  conquest.  He  described  it  as  of 
little  use  and  very  hard  to  defend.  He  describes  fully  the  alarm  felt 
among  the  .Americans.  Luzerne  to  Vergennes,  August  o,  1782.  {E.  U., 
XXII.  no.  8.  new  24.) 

^•''La  Balme  was  a  French  cavalry  officer  who  was  one  of  the  many 
sent  over  by  Deane  in  the  winter  of  1776-7.  Deane  to  Congress,  October  17, 
1776.  (Sparks,  Dip.  Cor.,  T,  42.)  He  was  granted  a  passport  by  Vergennes 
and  took  the  quality  of  a  merchant.  Lenoir  to  Vergennes.  January  28,  1779. 
{E.  U.,  II,  no.  T,2,  new  54.)  In  granting  the  passport  Vergennes  wrote: 
"Le  gouvernment  ne  pouvant  avouer  leur  que  veulent  aller  tenter  fortune 
dans  cette  partie  de  I'.'Xmcrique  ne  pent  absolument  donner  un  titre  qui  con- 
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Balme  was  the  first  to  start.  He  aroused  the  French 
settlers  at  Kaskaskia,  and  with  a  small  force  started  to- 
wards Detroit. ^^    Before  they  could  reach  their  destination 

stiterois  quil  a  connoissance  de  leur  projet.  Vergennes  to  Lenoir,  Jan- 
uary 29,  1777.  (£.  U.,  II,  no.  2)2,,  new  55.)  In  May  Congress  conferred 
upon  La  Balme  the  title  of  Lieutenant  colonel  of  horse  (Journals  of 
Continental  Congress,  (Ford  ed.)  VII,  385)  and  in  July  he  was  made  in- 
spector general.  (Ibid.,  539.)  In  October  he  resigned  (ibid.,  IX,  797), 
and  spent  several  months  in  trying  to  get  his  pay  adjusted.  Just  how 
La  Balme  got  back  into  the  American  service  is  not  clear,  for  in  February 
1778,  the  committee  on  foreign  applications  informed  him  that  it  would 
have  no  further  use  for  his  services.  (Ibid.,  X,  157.)  We  next  find  men- 
tion of  him  in  the  West  "provided  with  a  commission  of  inspector  gen- 
eral of  all  the  cavalry  in  America  and  with  a  letter  of  recommendation 
dated  June  25,  1780,  addressed  to  the  suppliants  by  Mr.  Fowler  who  was 
formerly  our  commandant . . . ."  Petition  to  governor  of  Virginia  by  inhab- 
itants of  Kaskaskia,  May  4,  1781.  (Kaskaskia  Records,  2;^/.)  His  activities 
here  aroused  suspicions  among  the  Americans  that  he  was  in  the  employ 
of  France  (ibid,  169),  but  he  began  his  work  at  Kaskaskia.  There  he 
found  the  Kaskaskians  full  of  hatred  towards  the  "Virginians,"  who,  they 
claimed,  had  despoiled  and  were  oppressing  them.  La  Balme  skilfully 
appealed  to  their  patriotism  as  Frenchmen,  and  promised  them  redress  from 
Congress.  (Ibid.,  181.)  He  sympathized  with  them,  but  since  they  were 
subjects  of  the  United  States  he  did  not  feel  at  liberty  to  make  a  formal 
request  in  their  behalf  and  contented  himself  with  speaking  privately  to 
various  members  of  Congress.  La  Balme  raised  a  force  of  Frenchmen 
which  started  against  the  fort  at  Detroit  but  was  ambushed  and  slain.  Lu- 
zerne to  Vergennes,  May  12,  1781.  (E.  U.,  XVI,  no.  75,  new  139.)  La 
Balme's  expedition  was  of  no  importance  in  itself;  it  derives  an  interest 
from  the  fact  that  there  was  then  and  has  been  since  some  suspicion  that 
he  was  acting  to  further  some  ambitious  plans  of  France.  (Turner,  in 
American  Historical  Rcfieiu,  X,  235.)  There  seems  to  be  no  evidence  for 
this  assumption,  and  there  is  much  to  urge  against  it.  In  the  French  ar- 
chives there  is  no  mention  of  La  Balme  except  the  perfunctory  one  of 
granting  him  passports.  Luzerne  apparently  did  not  know  him,  for  he 
spoke  of  him  in  a  disinterested  sort  of  way  and  did  not  even  make  mention 
of  his  death.  Most  important  of  all  is  the  fact  that  Vergennes  did  not 
have  any  designs  on  the  Mississippi  Valley. 

'*"Une  colonie  de  Frangois  etablie  sur  les  bords  du  Mississippi  dars  le 
Pays  des  Illinois  au  poste  des  Kaskaskias  a  cru  recemment  pouvoir  tenter 
une  enterprise  contre  les  Fort  du  detroit  et  sous  la  conduite  de  M  La 
Balme:  lis  ont  remonte  L'oubache  et  se  sont  empares  du  poste  des  Mi- 
amis."  Luzerne  to  Vergennes,  May  12,  1781.  (E.  U.,  XVI,  no.  75,  new  139.) 
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tlioT  were  ambushed  and  La  Balme  and  most  of  bis  little 
baud  were  slain. 

Clark  was  instructed  to  collect  a  force  at  Fort  Pitt  and 
to  make  ready  for  an  attack  on  Detroit.  He  was  then  to 
march  east  and  capture  Niagara  and  after  that  to  join  with 
otlier  forces  in  an  effort  to  capture  Quebec.*^  He  was  slow 
in  raising  his  trooi)s,  however,  and  before  he  could  start 
events  were  hurrying  the  war  to  a  close  and  the  expedition 
never  set  out. 

Luzerne  heartily  approved  of  the  attempt  of  Congress 
to  get  possession  of  tlie  Nortliwest.  He  called  the  measure 
a  piece  of  "sound  politics"  for  ''if  it  succeeds/'  he  'WTote, 
"it  will  assure  the  frontiers  of  the  thirteen  states  to  the 
nortli."  He  recognized  that  tlie  possession  of  the  Great 
Lakes  would  place  the  Americans  in  a  much  better  position 
to  negotiate  with  great  Britain.^"  Tlie  failure  to  conquer 
these  posts  resulted  as  Luzerne  had  foreseen ;  and  with  the 
British  in  possession  of  tliem  they  long  remained  a  fruitful 
cause  of  trouble. 

The  desperate  condition  of  American  affairs  in  the 
last  months  of  the  war  inclined  Congress  once  more  to  seek 
Spanish  aid,  and  some  of  tlie  southern  delegates  confided 
to  Luzerne  their  intention  to  reopen  negotiations  regard- 
ing the  West.^'  They  li;id  decided  to  offer  Spain  in  return 
for  her  help  "one  hundred  miles  of  land  on  the  left  bank  of 

'■■'Plan  for  an  attack  on  Quebec.  (Palmers  of  the  Contineutal  Con- 
gress, 25,  I,  fol.  37.) 

'•'....  une  expedition  contre  les  Forts  de  Niagara  et  du  detroit  a  ete 
secretement  resolue.  Elle  doit  ctre  enterprise  par  le  Colonel  Clarke  avec 
quelques  forces  qui!  tierara  de  la  Virginie  et  avec  les  milices  du  district 
de  Kentucke.  Si  elle  reussit  elle  assurera  la  frontiere  des  Treize  Etats  au 
Nord  Elles  les  rendra  maitres  de  deux  postes  importantes  et  des  lacs  mich- 
igan,  huron.  Erie  et  Ontario  qui  sont  dans  I'etendiie  des  limites  quils  se  sont 
Fixes  et  cette  possession  leur  donnera  les  moiens  de  Negocier  sur  un  pied 
beaucoup  plus  avantagcux  avec  la  grande  Bretagne."  Luzerne  then  de- 
scribes the  diflicultics  in  the  way  which  were  great  enough  to  make  him 
doubt  of  the  success  of  the  expedition.  Luzerne  to  Vergennes,  May  12, 
1781.     (E.  U..  XVL  no.  75,  new  139.) 

1  "Luzerne  to  Vergennes,  November  26,  1780.  (£.  U.,  XIV,  no.  89, 
fol.  ii7-) 
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the  river"  [Mississippi].^^  On  this  question  there  was  the 
same  old  alignment  of  parties;  the  New  England  states 
and  Virginia  opposing  any  concession,  while  a  majority 
of  the  other  delegates  favored  it.  After  much  discussion 
a  compromise  resolution  was  passed,  which  authorized  Jay 
to  give  up  the  claims  of  the  United  States  to  navigate  the 
Mississippi  below  the  thirty-first  parallel,  provided  that 
the  right  of  navigation  above  this  line  was  recognized.^^ 
No  concession  of  territory  in  the  Mississippi  Valley  was 
made,  and  it  was  apparent  that  Virginia  and  New  England 
would  concede  no  more.-"  Congress  felt  that  these  terms 
were  most  liberal  and  did  not  doubt  that  Spain  would 
accept  tliem.-^  Luzerne  himself  believed  that  now  Spain 
would  accede  to  the  treaty  of  alliance,  if  she  were  given 
control  of  the  mouth  of  the  Mississippi,  and  he  ceased 
urging  concessions  upon  Congress.^ - 

The  resolutions  of  Congress  agreeing  to  relinquish 
the  navigation  of  the  Mississippi  gave  new  life  to  the  nego- 
tiations at  Madrid.  In  January  Florida  Blanca  had  de- 
manded this  as  the  sine  qua  non  of  forming  an  alliance 
with  the  United  States;  but  Jay  had  not  felt  at  liberty  to 
grant  it  and  Franklin  had  approved  his  stand.-^  In  all 
his  efforts  Jay  had  been  counseled  by  Montmorin,  and 
after  the  ultimatum  of  Florida  Blanca  both  agreed  that 


^^Luzerne  to  Vergennes,  December  15.    (£.  U .,  XIV,  no.  108,  new  120.) 

i^Wharton,  Dip.  Cor.,  IV,  257;  Journals  of  Continental  Congress 
(Hunt  ed.),  XIX,  153. 

-*>Luzerne  thought  there  was  a  deal  by  which  the  northern  states  were 
to  support  Virginia's  pretentions  to  the  West  in  return  for  that  state's 
support  of  the  Xew  England  claim  to  an  extended  northern  boundary. 
{Esp.,  601,  no.  191.) 

-^Congress  to  Jay,  May  28,  1781.  Journals  of  Continental  Congress, 
XX,  555.  A  resolution  to  allow  greater  concessions  was  unanimously 
defeated  on  August  10.    Secret  Journals,  II,  468. 

22Luzerne  to  Montmorin,  May  i.  1781.     {Esp.,  603,  no.  61.) 

^^Franklin  to  Jay,  January  27,  1781.  {Writings  (Smyth  ed.),  VIII, 
202.) 
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nothing  more  could  be  done  before  the  general  settlement 
of  peace.^^ 

When  Jay  received  instructions  allowing  him  to  relin- 
quish the  navigation  of  the  Mississippi  below  the  thirty- 
first  parallel,  he  attempted  to  reopen  the  negotiations  with 
the  Spanish  minister.  He  did  not  reveal  his  instructions, 
at  once,  altlio  lie  strongly  suspected  that  the  Spanish  min- 
ister knew  all  about  them.  He  was  still  opposed  to  the 
cession  of  the  right  of  navigation  and  resolved  to  make  one 
more  effort  to  conserve  it.  After  all,  he  reasoned,  Spain 
will  fight  as  well  in  our  cause  without  a  treaty  as  with  one 
To  Florida  Blanca  he  declared  that  "Congress  views  the 
speedy  accomplishment  of  this  union  as  very  important  to 
the  common  cause;  and  therefore,  if  Spain  Avould  consent 
forthwith  to  come  into  it,  in  that  case  they  would  gratify 
His  Majesty  by  ceding  to  him  the  navigation  of  the  Missis- 
sip])i  below  their  territories  on  reasonable  terms."  Florida 
Blanca  showed  no  inclination  to  agree  to  tliese  conditions, 
and  argued  that  the  whole  question  could  better  be  ad- 
justed in  a  general  peace.^"^ 

Jay  then  went  to  Montmorin,  who  advised  him  to  con- 
tinue his  efforts,  and  declared  that  the  exclusive  navigation 
of  the  Mississippi  ought  to  satisfy  Spain.-*'  Jay  acted  on 
the  suggestion,  but  to  all  his  comiiinnications  Florida 
Blanca  returned  no  answer.  He  excused  liimself  on  the 
plea  of  illness  and  finally  asked  Jay  to  submit  in  definite 
terms  tlie  demands  of  Congress  in  regard  to  the  ^lississippi 
and  the  boundaries.  Jay  then  sent  a  project  of  a  treat}^ 
of  alliance  whicli  followed  exactly  the  conditions  laid  down 
by  Congress  in  regard  to  both  questions.  He  dwelt  at 
length  on  the  sacrifices  which  the  loss  of  the  navigation  of 
the  jNlississippi  would  entail  on  the  inhabitants  of  the  West, 
and  begged  that  the  generosity  of  the  king  would  give  them 

-*Jay  to  Congress,  October  3.  1781.  (Wharton,  Dif^.  Cor.,  IV,  739.) 
Luzerne  wrote  to  Verpennes  tliat  Jay  counted  little  on  the  success  of  his 
attempts  to  treat  witli  Spain  before  the  peace.  July  6.  {Esp.,  604,  no.  21, 
new  44.) 

-•''Jay  to  Congress.     Wharton.  Dip.  Cor..  IV,  738-747- 
-'Montmorin  to  Vergenncs,  July  6.     (F-sp..  604.  no.  21.) 
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some  relief.^'  This  was  practically  the  end  of  the  negotia- 
tion with  Spain  on  the  question  of  an  alliance  and  the  dis- 
putes over  the  Mississippi,  for  the  Spanish  minister  never 
could  find  time  to  discuss  the  question  until  after  Jay  had 
departed  from  Spain. 

To  Montmorin  Florida  Blanca  expressed  the  most  hos- 
tile views  towards  the  United  States.  He  dwelt  much  on 
the  perfidy  of  the  Americans  who,  he  declared,  were  still 
deyoted  to  Great  Britain.  He  reiterated  his  fears  of  aggres- 
sion by  the  new  nation,  and  gave  this  as  the  principal  rea- 
son why  he  would  not  enter  the  alliance.  He  acknowledged 
that  independence  was  assured,  but  hoped  that  the  Ameri- 
can  republic  would  always  remain  feeble.  He  attempted 
to  revive  the  old  scheme  of  uti  possidetis  and  planned  to 
leave  Great  Britain  in  possession  of  New  York,  Charleston, 
and  Chesapeake  Bay.  This  lie  felt  would  keep  the  states 
in  dependence  on  their  allies.-^ 

Montmorin  opposed  this  view  decidedly  and  firmly. 
He  ridiculed  the  idea  that  a  people  who  had  fought  as  sav- 
agely as  the  Americans  could  bear  any  love  for  their  old 
foe;  and  he  declared  that  the  policy  of  Spain  would  make 
them  dependencies  of  the  common  foe  and  thus  render 
fruitless  the  whole  war.  If  Great  Britain  should  keep 
these  important  posts,  he  argued,  American  independence 
will  not  be  absolute,  and  American  commerce  will  be  a  prey 
to  the  caprice  of  England.  He  pointed  out  that,  if  Spain 
wished  the  new  nation  to  be  weak,  her  wish  was  assured 
by  the  very  constitution  of  the  confederacy.-''  These  argu- 
ments had  no  effect  upon  Florida  Blanca  and  he  remained 
obstinately  set  against  the  recognition  of  American  inde- 
pendence. 

-■^Jay  to  Congress,  October  3,  1781.  (Wharton,  Dip.  Cor.,  IV,  766  et 
seq.)  A  copy  of  this  projected  treaty  is  in  the  French  foreign  office.  (Esp., 
604,  no.  187.)  Through  some  error  Van  Tyne  asserts  that  "J^Y  never 
revealed  these  instructions."  (American  Revolution.  312.)  Both  Jay  and 
Montmorin  assert  the  contrary. 

28Montmorin  to  Vergennes,  March  12,  1781.  (Esp.,  602,  no.  18,  new 
.310.) 

-^Ibid. 
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The  failure  of  Jay's  nesiotiations  widened  the  breach 
between  the  United  States  and  Spain.  Spain  had  never 
desired  an  alliance  and  hated  tlic  Americans  as  rebels. 
She  had  aided  them  only  out  of  hostility  to  Great  Britain, 
but  at  the  same  time  had  tried  to  cripple  them  as  a  nation. 
Her  offers  of  assistance  had  been  only  for  the  accomplish- 
ment of  some  of  her  own  immediate  ends,  and  had  never 
looked  towards  independence.  She  assisted  in  the  conquest 
of  the  Floridas,  when  they  were  to  be  for  her  own  posses- 
sion; but  she  insisted  tliat  they  must  include  the  whole 
Mississippi  Valley.  When  Conuress  refused  this  exorbitant 
demand,  Spain  decided  to  seek  the  realization  of  her  ambi- 
tion in  other  ways,  and  henceforth  treated  the  pretentions 
of  the  new  republic  with  scornful  indifference. 

In  Congress  the  failure  of  Jay's  negotiations  increased 
the  feeling  of  hostility  and  distrust  towards  Spain.  The 
measure  surrendering  the  navigation  of  the  Mississippi  had 
been  forced  through  with  difficulty,  and  when  Spain  hesi- 
tated to  accept  the  terms  offered,  the  opposition  increased.^* 
When  news  reached  Philadelphia  of  Jay's  complete  failure, 
many  members  of  Congress  demanded  that  all  negotiations 
be  broken  off.  They  felt  that  tliey  had  conceded  too  much 
under  the  strain  of  adversity;  and  now  that  Yorktown  had 
gone  into  history,  they  wished  to  take  back  this  concession. 
Many  schemes  were  suggested.  One  member  advanced  the 
idea  of  offering  Kussia  an  estal)lisliment  in  Eastern  Louis- 
iana as  a  check  to  Spanish  aggression  and  a  guarantee  of 
peace  in  the  West.^^  Congress  contented  itself,  however, 
with  a  resolution  introduced  by  Madison  that  "the  limita- 
tion affixed  by  him  [Jay]  to  the  proposed  surrender  of  the 
navigation   of  the   Mississip])i    in    i)articular   corresponds 

^^Luzerne  to  Montmorin,  September  i.  (Esp.,  60s.  no.  119.) 
^^"Ce  Ministre  [Livingston]  est  porte  a  oroire  aussi  que  le  Congres 
que  cette  puissance  voit  avec  inquietude  I'elevation  d'une  Republique  dent 
elle  craint  que  le  voisinage  ne  lui  devienne  dangcreux  .  .  .  Parmi  les  idees 
deraisonnables  que  ces  conjunctures  ont  fait  ....  II  n'en  est  point  de 
plus  bizarre  que  celle  d'ofFrir  a  la  Russie  un  etablissment  dans  la  Louis- 
iane  orientale  pour  la  rendre  favorable  aux  Etats-Unis  ....  "Luzerne  to 
Vergennes,  May  10,  1782.     (£.  U..  XXI,  236,  new  48.) 
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with  the  views  of  Congress;  that  they  observe  not  without 
surprise  and  concern,  that  a  proposition,  so  liberal  in  itself, 
and  which  removed  the  only  avowed  obstacle  to  a  connec- 
tion between  the  United  States  and  his  catholick  majesty, 
should  not  have  produced  greater  effect  on  the  councils  of 
the  latter."^-  Congress  further  resolved  that  the  conces- 
sion was  offered  for  the  immediate  aid  of  Spain  and  that 
every  delay  detracted  from  the  reason  for  the  sacrifice.  It 
declared  that  no  more  liberal  terms  would  be  offered  and 
with  this  the  question  of  the  navigation  of  the  Mississippi 
passed  out  of  the  Kevolution. 

The  jealousy  and  ill  will  of  the  Spanish  court  did  not 
escape  the  knowledge  of  the  watchful  Vergennes.  He  had 
been  irritated  at  its  refusal  to  recognize  the  United  States, 
and  its  grasping  ambition  had  angered  him.  He  had  lioped 
for  a  more  liberal  policy  but  he  was  at  last  convinced  of 
Spain's  hostility  to  his  American  allies.^^  He  believed  that 
Florida  Blanca  would  never  accede  to  the  alliance,  and 
that  the  whole  question  would  have  to  be  threshed  out  at 
the  time  of  the  settlement  of  peace.  By  his  advice  all 
efforts  to  induce  Spain  to  sign  the  treaty  of  alliance  were 
discontinued ;  and  for  the  remainder  of  the  war  Vergennes 
sought  to  obtain  such  harmony  of  action  as  the  conditions 
would  permit. 

Vergennes  realized  that  the  difference  between  the  two 
countries  was  fundamental  and  might  lead  to  serious  con- 
sequences. He  had  never  brought  up  the  question  of  the 
West  in  his  communications  witli  the  Spanish  court,  but 
he  knew  from  the  reports  of  Luzerne  the  extent  of  its 
claims,  and  shrewdly  surmised  that  these  conflicting  pre- 
tentions kept  Florida  Blanca  from  treating  with  Congress. 

^'-Secret  Journals,  III,  99;  Charles  Thompson  to  Montmorin,  May  24, 
1782.     (Esp.,  607,  no.  99.) 

23"I1  y  a  longtems,  Monsieur,  que  je  suis  convaincu  que  M  le  comte 
de  Florida  Blanche  a  des  principes  errones  a  I'egard  de  'I'Amerique  qu'il 
est  secretement  contraire  a  I'independance  les  Etats-unis  et  qu'il 
nous  causera  autant  qu'il  sera  en  son  pouvoir  des  embarras  lorsqu'il  sera 
question  de  traiter  cette  matiere  vis-a-vis  de  la  Grande  Bretagne."  Ver- 
gennes to  Montmorin,  April  12,  1781.  (Esp.,  606,  no.  159;  Circourt,  III, 
320.) 
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His  best  hope  of  a  successful  issue  was  to  keep  all  disputes 
under  cover  until  the  war  was  finished ;  and  so  he  refused 
to  commit  liimself  on  the  question  and  enjoined  his  subor- 
dinates to  do  the  same.^^ 

The  closing  years  of  the  war  pressed  no  less  heavily 
upon  France  than  upon  the  United  States.  The  French 
government  had  unlliuchingly  borne  the  expenses  of  many 
campaigns,  but  the  strain  was  beginning  to  tell.  Vergennes 
was  not  the  first  to  complain.  There  were  others  at  the 
court  who  felt  that  France  had  already  gone  beyond  her 
strength.  In  September,  1780,  Maurepas  informed  the  king 
that  the  finances  were  in  such  a  state  that  peace  was  im- 
perative. Vergennes  even  then  did  not  withdraw  from  his 
position  but  forced  his  leading  opponents  out  of  office.  This 
did  not  relieve  tlie  finances,  however,  and  Vergennes  him- 
self was  compelled  to  take  measures  looking  towards  peace. 

Vergennes  found  his  chief  difticulty  in  satisfying  the 
demands  of  Spain.  He  had  promised  her  Minorca,  Ja- 
maica, and  Gibraltar ;  but  only  the  first  had  fallen  and  the 
others  seemed  impregnable.^""^  It  appeared  likely  that 
Spain  could  not  get  the  territories  she  wanted,  and  now 
she  was  clamoring  for  indemnity  in  other  regions.  Florida 
l^lanca  felt  that  l»is  country  could  get  more  by  a  settlement 
on  the  basis  of  nil  possiidetis,^^'  which  would  give  her  Mi- 
norca and  the  Floridas  witli  some  minor  concessions,  and 
whicli  wouhl  h>ave  New  York  and  tlie  tliree  southern  states 
in  the  hands  of  tlie  P>ritish.  Under  these  terms  also  Spain 
miglit  have  claiiiicd  Fastern  Louisiana,  for  she  maintained 
that  it  liad  been  conipiered  by  (Jalvez;  and  the  Northwest 
Avouhl  have  remained  in  IJritisii  hands. 

Military  reverses,  financial  difficulties,  and  the  de- 
mands of  Sytain  were  all  sources  of  anxiety  to  tlie  French 
minister.  He  knew  that  France  could  not  much  longer 
continue  the  struggle,  but  he  felt  that  the  royal  honor  de- 
manded independence  for  all  the  states.    He  refused  to  dis- 

•"■•Vergeiines  thus  instructed  Luzerne,  August  12,  1781    (E.  U.,  XXII, 
no.  17,  new  38)  ;  to  Montmorin  {Esf^.,  603,  no.  25). 

35Lecky,  American  Revolution   (Woodburn  ed.),  428. 
3«Doniol,  Histoire.  IV,  498. 
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CUSS  the  proposition  of  iiti  possidetis,  and  insisted  that 
France  would  stand  by  lier  alliance  with  the  Americans,-^" 
At  the  same  time  he  realized  that  unless  the  allied  forces 
should  achieve  a  striking  success  it  would  be  impossible 
to  force  the  British  to  surrender  their  recent  conquests; 
and  so  he  instructed  Luzerne  to  "familiarize"  Congress 
with  the  idea  that  some  sacrifice  might  be  necessary.  Ver- 
gennes,  however,  was  resolved  to  maintain  the  principles 
of  his  alliance  with  the  United  States  above  all  other  con- 
ditions.-^^ 

In  order  to  maintain  the  principles  of  tlie  alliance, 
Vergennes  resolved  on  aggressive  military  action,  and 
urged  Spain  to  attack  East  Florida  and  Jamaica.  The 
Florida  campaign  he  planned  as  a  help  to  the  Americans."^ ^ 
He  strengthened  the  forces  around  Gibraltar  and  projected 
another  invasion  of  Canada.  He  sent  De  Grasse  back  to 
American  waters  and  prepared  for  a  strong  campaign. 
This,  he  felt,  must  be  his  last  effort ;  and,  if  he  failed,  he 
must  yield  to  British  terms;  but,  if  he  triumphed,  the  alli- 
ance would  be  maintained  in  all  its  provisions.  The  attack 
on  Jamaica  was  not  made;  Gibraltar  did  not  fall;  but 
Yorktown  solved  the  problem,  and  Vergennes  declared  that 
the  independence  of  the  whole  of  the  United  States  was 
assured.^*^ 

The  question  of  the  boundaries  presented  to  Vergennes 
a  most  serious  dilemma.  On  the  north  there  was  little 
difficulty.  He  did  not  feel  that  the  Americans  could  claim 
all  Canada  but  he  was  anxious  for  them  to  have  Halifax^ ^ 

^"Vergennes  declared  that  the  propositions  of  Spain  would  be  advan- 
tageous to  France  on  account  of  the  conquests  she  had  made,  but  he  main- 
tained that  it  did  not  enter  into  his  plan  of  settling  the  future  of  America. 
To  Luzerne,  September  7,  1781.     (E.  U.,  XVIII,  no.  69.) 

3*"Le  Roi  tient  a  Ses  obligations  par  principe  comme  par  sentiment,  et 
que  son  propre  interet  leur  est  garant  de  la  fidelite  avec  la  quelle  il  est 
resolu  de  les  remplir,  mais  vous  aurez  soin  en  meme  tems  de  les  famil- 
iariser  insensiblement  avec  les  hypotesis  qui  en  se  realizant  rendroient 
un  Sacrifice  quelconque  indispensable.  ..."  Vergennes  to  Luzerne,  June 
30,  1781.     (£.  U.,  XVII,  no.  19,  new  55.) 

^^Vergennes  to  Montmorin,  September  6,  1781.    {Esp.,  605,  no.  129.) 
*°Vergennes  to  Luzerne,  July  27,  1781.     (£.  U .,  XVII,  no.  142.) 
^^Vergennes  to  Luzerne.  October  22,  1780.     (Ibid.,  XIV,  no.  32.) 
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to  avoid  the  danger  of  British  aggression.  The  boundaries 
between  the  United  States  and  the  Spanish  possessions 
were  the  source  of  greatest  difficulty,  and,  as  to  the  justice 
of  the  case,  Vergennes  professed  himself  totally  ignorant,'*^ 
The  only  indications  that  he  gave  of  his  sympathies  are  his 
bitter  protests  against  Spanish  cupidity,  and  his  praise  of 
the  moderation  of  Congress.^^ 

Thus  it  was  that  the  opposing  claims  of  Congress  and 
the  Spanish  court  entangled  Vergennes  into  a  policy  that 
appeared  weak  and  vacillating,  and  has  led  to  the  charge 
of  insincerity.  Yet  there  is  no  evidence  that  he  made  a 
promise  he  did  not  try  his  best  to  keep,  or  that  he  gave 
countenance  to  measures  he  was  unwilling  to  support ;  and 
tliroughout  he  sliowed  a  willingness,  unusual  in  statesmen 
of  any  time,  to  sacrifice  French  claims  to  the  cupidity  of  his; 
allies.  In  no  sense  was  he  responsible  for  the  breach  be- 
tween Spain  and  the  United  States.  While  he  made  many 
concessions  to  the  court  of  Charles  III,  he  promised  noth- 
ing that  interfered  with  any  claim  which  Congress  had  set 
up.  He  guaranteed  to  the  United  States  independence 
and  such  conquests  as  they  might  make  and  this  guarantee 
he  faithfully  maintained.  The  question  of  the  West  and 
the  Mississippi  did  not  come  within  his  purview  until 
forced  upon  him  by  outside  events,  and  he  did  not  profess 
to  know  on  which  side  justice  lay.  He  tried  to  reconcile 
contending  views  and  to  harmonize  differences  until  the 
close  of  tlie  war  wlien  the  question  could  be  settled  on  its 
merits;  and  it  was  in  this  spirit  that  Vergennes  entered 
upon  the  negotiations  for  peace. 

*-"  ....  nous  pouvons  juger  ....  que  selon  toutes  aparances  les 
deux  parties  auront  bien  peine  a  s'accorder  sur  le  partage  des  territoires  qui 
sont  a  I'Est  du  Mississipi  et  du  I'Ohio.  Nous  garderons  le  silence  le  plus 
absolue  jusqu'  a  ce  que  nous  soyons  invites  a  prendre  connoissance  de  la 
discussion  et  a  en  dire  notre  sentiment ;  vous  voudrez  bien  ....  a  en 
faire  autant  de  votre  cote."  Vergennes  to  Luzerne,  August  12,  1782.  (£.  U., 
XXII,  no.  38.  new  55.)  He  had  previously  refused  to  discuss  the  subject 
because  it  was  not  "suflficiently  clear."  Vergennes  to  Luzerne.  September 
7.  1781.     (Ibid.,  XVIII,  no.  69.) 

^^Vergcnnes  to  Montmorin,  April  12,  1781.  (n.st>.,  603,  no.  25.)  To- 
Luzerne,  September  17.  1781.     (E.  U.,  XVIII,  no.  69.) 


CHAPTER    XI 

VERGENNES  AND  THE  NEGOTIATIONS  FOR 
PEACE 

The  close  of  the  war  did  not  bring  any  compromise 
between  the  claims  of  Spain  and  those  of  the  United  States, 
nor  did  it  enlighten  Vergennes  on  the  rights  of  either  coun- 
tr3\  He  had  succeeded  in  postponing  the  question  until 
all  were  ready  to  treat  for  peace,  but  Avith  the  assurance 
of  pacification  the  rancor  and  obstinacy  of  tlie  opposing 
forces  became  more  insistent.  Congress,  united  by  the  land 
cessions  of  the  larger  states  into  a  common  interest,^  and 
relieved  of  the  dangers  and  anxieties  of  invasion,  at  once 
returned  to  its  former  pretensions.  Spain,  foiled  in  her  as- 
saults on  Gibraltar,  and  maddened  by  her  misfortunes  in 
the  West  Indies,  clamored  for  compensation  on  the  Missis- 
sippi. 

Congress  was  the  first  to  act.  During  the  preceding 
years  its  pretensions  had  varied  with  its  membership  from 
a  claim  to  all  British  America  down  to  a  proposal  to  accept 
merel}^  the  Atlantic  seaboard.  AVlien  it  appeared  that  the 
war  would  soon  be  over.  Congress  adopted  the  suggestion 

^The  struggle  between  the  landless  states  and  the  landed  ones  had 
been  bitter.  Virginia  had  claimed  not  only  Kentucky  but  the  country  north 
of  the  Ohio,  and  the  small  states  which  had  no  hopes  of  conquest  com- 
plained bitterly  against  carrying  on  a  war  for  her  aggrandizement.  This 
had  been  the  stay  of  the  French  party  in  Congress.  Luzerne  to  Vergennes, 
January  4,  1781.  (E.  U.,  XV,  no.  8,  new  112.)  Tom  Paine  wrote  a 
pamphlet  in  his  most  caustic  style  assailing  the  pretentions  of  the  large 
states  and  especially  those  of  Virginia.  (Copy  with  above  despatch.)  As 
a  result  of  the  opposition  of  the  smaller  states,  some  of  the  states  claim- 
ing lands  in  the  West  agreed  to  abandon  their  claims  and  allow  the  lands 
to  be  sold  for  the  benefit  of  the  soldiers.  These  cessions  gave  a  new 
strength  to  the  confederacy  by  stopping  petty  jealousies  and  hatreds,  and 
by  giving  a  common  interest  in  this  vast  domain.  It  probably  had  much 
to  do  with  the  collapse  of  the  French  party. 

203 
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of  Luzerne  and  began  to  formulate  once  more  its  claims  for 
the  consideration  of  the  negotiators.^  Vergennes  was  insist- 
ent that  the  views  of  Congress  be  drawn  clearly  and  pre- 
cisely; and  to  accomplish  this  a  committee  was  appointed 
to  draw  up  instructions  for  the  American  envoys,^  It  was 
agreed  without  difficulty  that  the  treaty  of  alliance  with 
France  should  be  the  basis  of  the  demands  of  Congress; 
but  in  addition  it  was  necessary'  to  determine  the  boun- 
daries.* 

On  June  G  the  committee  presented  its  report  and  the 
debates  on  the  boundaries  to  be  claimed  by  Congress  were 
renewed  and  continued  for  more  than  a  Aveek.  On  the  15th 
it  was  agreed  to  instruct  the  envoys  that  "As  to  the  dis- 
puted boundaries  .  .  .  we  refer  3'ou  to  the  instructions 
formerly  given  Mr.  Adams,  dated  14th  August,  1779.""  This 
was  to  serve  only  to  explain  the  views  and  hopes  of  Con- 
gress; but  as  the  instructions  declared,  "we  think  it  unsafe 
to  tie  you  by  absolute  and  perein])tory  instructions."  The 
envoys  were  to  "make  the  most  candid  and  confidential 
communications  upon  all  subjects  to  tlie  ministers  of  our 
generous  ally,  tlie  king  of  France;  to  undertake  nothing  in 
the  negotiations  for  peace  .  .  .  without  their  knowledge 
and  concurrence,  and  ultimately  to  govern  yourselves  by 
their  advice  and  opinion  .  .  ."''* 

The  ])rovisions  regarding  tlie  boundaries  were  not 
agi-('('(l  to  N\itli(>iit  iimcli  (Icbale  and  discussion;  but  there 
seems  t(»  have  been  no  ()p])osition  to  the  claus(»  r(M]uiring 
the  commissioners  to  act  only  with  the  knowledge  and  con- 
cuiTciice  of  the  king.  Throughout  tlu'  war  Congress  had 
ex])lnined  all  its  inleiit  ions  to  (he  I'rench  minister.     Altho 

-Luzerne  to  Congress,  May  26,  1781.  (Joiinials  of  Contiucntiil  Con- 
gress, Hunt  ed..  XX,  561.) 

•■'"Vous  voudrc/'.  liicn  en  attendant  presscr  cette  assemblee  d'adresser 
a  Sou  plenipre  des  instructions  claircs  et  precisses,  afin  que  les  niatieres 
puissant  etre  prepares  d'avantage  avec  luy  et  que  lorsque  les  negociateurs 
seront  cntainees  serieusement."  Vergennes  to  Luzerne,  July  27,  1781. 
(E.  r..  XVIT,  no.  20,  new  142.) 

^Journals  of  Continental  Congress  (Hunt  ed.),  XX,  616. 

'^Ibid..  606,  617. 
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lie  bad  often  frankly  opposed  them,  be  bad  never  betrayed 
tbe  confidence  reposed  in  bim.  Tbere  was  no  reason  to 
tbink  tbat  France  was  unfriendly  to  tbe  interests  of  tbe 
United  States,  and  no  reason  wby  tbis  confidence  sbould 
not  continue.  Luzerne  bad  definitely  stated  tbat  tbe  king 
would  insist  upon  independence  for  all  tbe  United  States, 
and  would  not  treat  on  tbe  basis  of  uti  possidetisS'  France 
bad  also  advanced  large  sums  of  money  and  bad  given 
promise  of  fiirtber  aid. 

On  tbe  question  of  tbe  boundaries,  bowever,  tbere  was 
a  wide  diversity  of  opinion.  Some  wisbed  to  demand  widely 
extended  frontiers  witb  permission  to  tbe  negotiators  to 
yield  as  it  became  necessary,  or  to  leave  tbe  settlement  of 
tbe  question  until  after  tbe  peace."  Luzerne  opposed  any 
extreme  demands  and  reminded  Congress  bow  absurd  it 
was  to  insist  upon  conquests  witb  tbe  enemy  in  possession 
of  mucli  of  tlieir  own  territory,  Tbe  old  arguments  were 
gone  over  witbout  result,^  and  finally  Luzerne  suggested  to 
tbe  committee  tbat  "some  discretion  be  left  tbe  envoys." 
Anotber  suggestion  was  a  line  of  demarkation  between  tbe 
United  States  and  tbe  British  possessions,  and  tbis  Luzerne 
approved,  but  tbe  committee  refused  to  present  it  to  Con- 
gress.^ Tbis  discussion  brought  out  tbe  ideas  which  Lu- 
zerne held  regarding  tbe  boundaries  of  tbe  United  States. 
Vergennes  had  expressed  the  wish  tbat  Congress  sbould  not 
set  up  "indefensible  pretensions,"  but  be  bad  declared  that 
be  would  not  dictate.^*'     Luzerne  interpreted  tbis  to  mean 

'^Journals  of  Continental  Congress  (Hunt  ed.),  XX,  677. 

''Ibid.,  608-609.     Luzerne  to  Vergennes.     (E.   U.,  XVII,  no.   17,  new 

145.) 

^See  p.  175  et  seq.  The  question  of  the  charters  and  the  proclamation 
was  again  gone  over.     See  Luzerne  to  Vergennes.     (Ibid.) 

^"Un  delegue  me  dit  qu'il  croyait  que  Si  Ton  prenoit  pour  ligne  de 
demarckation  celle  que  la  f ranee  vouloit  tracer  avant  la  guerre  de  1756  on 
ne  pourroit  donner  une  plus  grande  marque  de  moderation  puisque  ce 
Seroit  abandonner  a  I'Angleterre  d'immenses  territoires  qu'Elle  reclamoit 
au  droit  de  Ses  Colonies."  This  suggestion  received  the  approval  of 
Luzerne.     (Ibid.) 

^°Quant  au  reglement  des  limites  de  quelques  Etats  nous  ne  nous 
melerons  point  mais  nous  desirous  que  les  Americains  n'entravint  pas  les 
negociations  par  des  pretentions  ensoutenables,  leurs  continents  n'est  pas 
trop  vaste  pour  leur  population,  et  ils  seront  longtems  sans  avoir  besoin 
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tliat  his  master  favored  a  restricted  boundary,  when  the 
sense  of  his  instructions  pointed  only  to  the  necessity  of 
peace.  Accordingly  he  spoke  favorably  of  the  plan  to  re- 
strict the  United  States  to  the  boundaries  which  France 
had  demanded  before  1756. 

The  reports  of  Luzerne  reveal  three  interests  opposed 
to  his  policy :  those  of  the  large  states  like  "Virginia  and 
Massachusetts"  which  had  western  claims  that  they  were 
anxious  to  maintain ;  those  who  feared  to  have  the  British 
too  near  their  frontiers;  and  those  who  desired  the  continu- 
ance of  the  war  for  profit.  Tliose  who  out  of  hatred  for 
Great  Britain  desired  to  keep  her  as  far  as  possible  from 
the  American  frontiers  were  mostly  small  state  men,  and 
to  these  Luzerne  devoted  his  greatest  efforts.  They  believed 
that  the  vast  regions  of  the  West  w^ould  soon  fill  up,  and 
they  felt  it  to  be  to  the  interests  of  their  country-  to  keep 
the  new  states  in  the  Confederacy.  To  them  Luzerne  urged 
that  no  matter  how  extended  their  boundaries,  they  must 
still  have  neighbors.^^  He  felt  that  if  he  could  win  over 
this  class,  the  party  of  moderation  would  triumph. 

There  were  so  many  contrary  ideas  in  Congress  that 
an  agreement  on  definite  instructions  was  next  to  impos- 
sible. The  ideas  of  Luzerne  were  discussed  but  were  bit- 
terly opposed  by  Virginia,  Connecticut,  and  Massachusetts, 
with  New  York  not  voting.  Nothing  was  hoped  from  this 
latter  state  for  its  delegates  were  "even  less  tractable  than 
the  Virginians  on  the  extent  of  the  boundaries  which  they 

de  S'etendu  pourquoi  done  preferoient-ils  a  la  paix  future  [un]contingent 
qui  ne  fera  ni  leur  bonheur  ni  celui  de  leurs  arrieres  neveux?  Vergennes 
to  Luzerne,  June  28,  1782.  (£.  U.,  XXI,  no.  103,  new  35.) 

^'".  .  .  le  parti  que  je  me  suis  le  plus  attache  a  persuader  est  celui 
des  gens  Sages  ct  niodtTes,  mais  que  par  haine  pour  I'Angleterre  et  par 
crainte  de  son  ancienne  influence  vouloient  la  tenir  a  une  grande  distance 
des  Etats-unis."  Among  these  was  the  president  of  Congress.  Luzerne 
to  Vergennes,  June  8,  1781.  (£.  U.,  XVII,  no.  145,  fol.  17.)  Luzerne 
spoke  of  the  rapid  settlements  of  Illinois  and  Kentucky  and  the  danger 
this  would  be  to  the  older  states  whose  inhabitants  they  would  entice 
away  by  the  promise  of  cheap  lands.    Ibid. 
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wish  to  fix  for  Canada  in  the  West.""^-  The  hirge  state  party 
was  insistent  upon  the  pretentious  ultimatum  of  1779 ;  but 
most  of  the  delegates  were  willing  to  accept  the  Ohio  River, 
while  a  few  more  were  inclined  to  take  the  watershed  sepa- 
rating the  East  from  the  West.^^  Virginia  was  most  aggres- 
sive and  demanded  first  the  line  running  from  the  mouth  of 
the  Miami  to  the  headwaters  of  the  Illinois,  thence  down 
that  river  to  the  Mississippi.  When  she  found  no  support 
for  this,  she"  framed  as  her  ultimatum  that  her  northern 
boundary'  should  be  the  Ohio,  while  the  territory  beyond 
must  remain  neutral.^ ^  Many  delegates  supported  this 
proposition,  but  Luzerne  declared  himself  against  precise 
instructions  and  the  motion  failed.  Yorktown  was  not  yet 
taken,  and  so  great  was  the  discouragement  in  Congress 
that  Luzerne  believed  that  it  would  make  almost  any  sacri- 
fice for  peace,  even  to  accepting  the  AUeghanies  as  the  west- 
ern boundary.  He  recognized,  however,  that  such  an  ar- 
rangement would  cause  universal  complaint  and  arouse  in- 
tense hostility  to  France.^^ 

i^Luzerne  to  Vergennes,  June  ii,  1781.  (£.  U.,  XVII,  no.  27,  new 
147.) 

^*Journals  of  Continental  Congress  (Hunt  ed.),  XX,  612,  613. 

i^Le  trosieme  article  laisse  aux  Plenipotentaires  la  plus  grande  lati- 
tude sur  tous  les  autres  points.  Le  premiere  qui  se  presente  est  de  deter- 
miner se  qui  constitue  le  Territoire  des  treize  Etats.  II  y  a  eu  trois 
opinions  differentes  sur  ce  sujet  dans  le  Congres.  Quelques  Delegues 
vouloient  qu'on  ne  se  departit  point  des  limites  fixees  en  1779  et  qu'on 
n'innovat  rien  a  cet  egard  leur  opinion  n'a  point  prevalu.  D'autres  de- 
manderent  qu'on  designat  L'Ohio  dans  I'ultimatum.  lis  observoient  que 
c'etoit  la  limite  la  plus  naturalle  la  plus  sure,  la  moins  Sujette  a  varier 
et  il  y  avoit  tant  d'opinions  en  faveur  de  cette  motive  qu'il  auroit  dependu 
de  moi  de  la  faire  passer  mais  j'ai  trouve  des  inconvenient  a  engager  le 
Congres   a   rien   determiner    sur   cette   matiere. . . .  J'ai   pense    qu'il    valoit 

mieux  ne  rien  fixer  avec  precision Je  me  suis  contente  de  m'assiirer 

si  rOhio  forme  cette  limite  les  treize  Etats  ne  se  plaindront  point  qu'ils 
se  croiront  meme  obliges  au  Roi.  ...  si  les  circonstances  necessitent  de 
plus  grandes  concessions  que  cette  paix  sera  moins  agreeable  .  .  .  Je  crois 
....  que  si  les  circonstances  forcoient  a  adopter  pour  limites  les  mon- 
tagnes  qui  separant  les  Rivieres  qui  se  jettant  dans  I'atlantique  de  celles 
qui  content  a  I'Ouest  la  paix  seroit  encore  accepte  et  ratifee  mais  qu'elle 
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Altlio  the  resolutions  of  Congress  were  agreeable  to 
Luzerne  they  did  not  meet  the  points  at  issue  and  they 
were  not  in  harmony  with  the  desires  of  Vergennes,  who 
had  asked  for  definite  instructions.  The  northwest  boun- 
dary was  vaguely  outlined,  while  the  possession  of  the 
Southwest,  wliieh  was  comi)lacently  assumed  by  Congress 
and  tacitly  agreed  to  by  Luzerne,  became  at  the  very  begin- 
ning of  the  negotiations  the  great  point  at  issue.  Vergennes 
had  refused  to  interfere  in  the  dispute  and  had  even  pro- 
fessed ignorance  of  the  merits  of  the  question  and  the 
silence  of  Luzerne  is  no  less  striking. 

Altho  there  was  much  dissatisfaction  with  the  instruc- 
tions agreed  to  by  Congress,  the  efforts  to  change  them  met 
witli  no  success.^"  Livingston,  however,  explained  fully  to 
the  peace  commissioners  the  ambitions  of  the  states  and 
urged  them  to  endeavor  in  every  way  to  extend  the  western 
boundary  to  the  ^Iississi])pi.^^  He  felt  strongly  the  danger 
of  being  surrounded  by  (ireat  liritain,  and  it  was  in  accord 
with  his  advice  tliat  tlie  commissioners  began  tlieir  negotia- 
tions. It  is  remarkable  that  in  all  these  discussions  noth- 
ing was  said  of  the  pretensions  of  Spain,  either  by  Luzerne 
or  by  the  Americans. 

In  spite  of  the  forgetfulness  of  Congress  and  the 
French  minister,  Spain  had  not  given  up  her  pretensions 
and  her  greed  for  territory-  was  no  less  devouring  than  be- 
fore. Eastern  Louisiana  was  still  an  object  of  great  inter- 
est, for  she  still  was  anxious  to  control  the  Gulf  of  Mexico 
without  any  one  to  disi)ute  her  claim,  and  to  do  this  she 
must  control  the  mighty  ^lississippi.  Spain  could  then 
"make  the  law"  for  tlu'  settlers  in  tlie  upper  Mississippi 

occasioneroit  des  plaintes  generates  qu'elle  refroidirot  nos  partisans  et  qu'il 
seroit  difficile  a  persuader  anx  Americains  que  leurs  interets  n'ont  pas 
ete  sacrifics.''  Luzerne  to  Vergennes,  June  13.  1781.  (E.  U.,  X\'n,  no. 
148,  new  2Z-) 

i^Ttie  opposition  proposed  to  reopen  tlie  wliole  question  on  tlie  return 
of  tlie  New  York  delegates.  Luzerne  to  Vergennes,  July  14.  (£.  U.,  XVII, 
no.  106,  new  158.)  Virginia  revived  her  claims  by  a  resolution  of  June 
29.     Journals  of  Continental  Congress   (Hunt  ed.),  XX,  713. 

i^Livingston  to  Franklin.     (Wtiarton,  Dip.  Cor.,  V.) 
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Valley  by  the  control  of  their  commerce,  or  could  force 
immigration  into  her  own  territories  by  the  grant  of  special 
privileges.^^ 

At  the  beginning  of  the  negotiations  Spain  did  not 
make  any  claim  to  the  possession  of  Eastern  Louisiana, 
but  asked  merely  for  the  conquests  promised  her  by  the 
convention  of  1779,  with  special  emphasis  on  the  guarantee 
of  Gibraltar.^*^  In  addition  to  this  she  presented  a  demand 
for  the  Baiiama  Islands;  but  this  was  peremptorily  refused 
by  Vergennes,  who  declared  he  could  sustain  no  claim  be- 
yond w^hat  he  had  agreed  to  by  his  convention  with  the 
court  at  Madrid.  Spain  did  not  insist  upon  this  c^^ndition 
but  maintained  her  claim  to  the  "conservation  of  her  con- 
quests around  the  Gulf  of  Mexico."^^'  Rodney's  victory 
in  the  West  Indies  made  impossible  the  conquest  of  Ja- 
maica, which  had  been  promised  her;  but  in  spite  of  the 
destruction  of  the  fleets  besieging  Gibraltar,  she  still  in- 
sisted upon  its  restitution. 

To  Spain  as  to  the  United  States,  Vergennes  had  al- 
ways sought  to  keep  his  promises;  and,  tho  realizing  the 
weakness  of  his  position,  he  set  loyally  to  Avork  to  obtain 
the  cession  of  Gibraltar  to  his  ally.  The  failure  of  the  siege 
of  this  stronghold  made  necessary  the  offer  of  some  com- 
pensation. The  negotiations  on  this  point  were  long  and 
tedious  and  nothing  came  of  them. 

In  his  desire  to  recover  Gibraltar,  Vergenues_liad  sent 
his  secretary  Kayneval  to  London  to  interview  Shelburne, 
who  had  recently  come  to  power.  Rayneval  did  not  accom- 
plish his  purpose,  but  lie  opened  up  a  series  of  discussions 
with  Shelburne  on  the  terms  of  peace.^^  Little  was  said 
regarding  the  boundaries  in  America,  altho  Shelburne  im- 

^^See  a  "note  on  the  new  advantages  which  favor  the  commerce  of 
Louisiana."'  Anonymous.  (Transcript,  Margry  Collections,  Docuiticnts 
inedits  sons  Louisiane,  Noii.  Acq.  franc,  93og.) 

^Tlorida  Blanca  to  Aranda,  August  25,  1782.  {Esp.,  608,  no.  166.) 
Montmorin  summed  up  the  claims  of  Spain  as  that  which  was  stipulated 
in  the  convention.     {Ibid.,  no.  15,  new  31.) 

-"Montmorin  to  Vergennes,  September  20.     {Esp.,  608,  no.  244.) 

-^Doniol,  Histoirc,  V,  104. 
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plied  that  the  West  was  not  included  within  the  bounds  of 
the  original  colonies.  l?ayneval,  however,  refused  to  com- 
mit himself.  Shelburne  then  let  it  be  known  that  "the 
Floridas  with  a  district  up  to  the  neighborhood  of  New 
Orleans,  joined  to  the  east  territories  which  lie  between 
the  Mississippi  and  the  Lakes,  and  the  western  frontiers 
of  America,  might  form  a  proper  equivalent  for  Gibral- 
tar."-2  This  idea  did  not  please  Vergennes,  who  feared 
the  rivalry  of  Spaniards  and  British  on  the  Mississippi, 
and  it  is  doubtful  if  Shelburne  meant  it  seriously. 

Altho  the  mission  of  Kayneval  was  unsuccessful,  Ver- 
gennes did  not  cease  his  efforts  to  keep  his  pledge  to  Spain, 
and  offered  to  compensate  Great  Britain  out  of  the  pos- 
sessions of  France.-^  News  of  the  signature  of  the  prelim- 
inary articles  of  peace  between  the  British  and  American 
negotiators,  however,  made  Shelburne's  demands  so  high 
that  France  determined  to  renew  the  war  to  keep  her  honor 
with  Spain,  and  was  preparing  for  another  struggle  when 
the  British  ministry  and  the  Spanish  court  unexpectedly 
came  to  terms. 

Vergennes  was  equally  determined  to  keep  faith  with 
the  United  States,  and  in  spite  of  a  strong  dislike  for 
Adams,  his  friendship  for  the  new  nation  was  earnest  and 
sincere.  In  every  way  he  had  pressed  American  interests 
at  Madrid  and  had  always  urged  Congress  to  vigorous  ac- 
tion.-^ He  had  guaranteed  independence  to  the  United 
States  and  had  maintained  the  war  at  great  hardship  in 
order  to  save  the  honor  of  France.  As  he  refused  to  sup- 
port Spanish  claims  to  the  Bahamas,  so  he  declared  also 

--Vergennes  to  Montmorin,  October  6,  1782.  (Esf'.,  609,  no.  22,  new 
81.)  Montmorin  urged  the  proposition  upon  Florida  Blanca  as  a  barrier 
to  the  Americans ;  but  the  Spanish  minister  refused  to  consent  to  give 
the  British  a  port  [Pensacola]  on  the  Gulf  of  Mexico,  and  also  refused 
to  cede  any  territory  around  the  city  of  New  Orleans.  Montmorin  to 
Vergennes,  November  23.     (Ibid.,  no.  129,  new  94.) 

-^Doniol,  Histoire,  V,  230. 

2*His  statement  to  Montmorin  tliat  "tiie  future  of  America  is  of  equal 
interest  to  Spain  and  to  us"  sums  up  his  efforts  to  secure  recognition  for 
his  ally.     {Esp.,  606,  no.  159,  new  11.) 


321]        VERGENNES  AND   THE   NEGOTIATIONS   FOR  PEACE       211 

that  he  would  not  support  any  extravagant  pretensions  on 
the  part  of  Congress.-^ 

On  the  question  of  the  western  boundaries  France  was 
at  last  compelled  to  declare  herself  through  the  insistence 
of  Jay.  He  had  been  called  to  Paris  by  Franklin,  and  ar- 
rived there  under  the  impression  that  he  was  to  continue 
the  negotiations  in  which  he  had  not  succeeded  at  Madrid.-'^ 
He  at  once  began  a  discussion  with  Aranda  relative  to  the 
disposition  of  the  Mississippi  Valley,  but  the  difference 
between  them  soon  became  apparent.  Vergennes  did  not 
presume  to  interfere,  altho  Rayneval  expressed  surprise  at 
the  extent  of  Jay's  demands,-^  and  submitted  a  memorial 
explaining  the  principles  on  which  the  two  countries  ought 
to  act.-^  To  the  territory  south  of  the  Ohio,  Rayneval  as- 
serted, neither  nation  had  any  title  except  that  of  conquest ; 
for  before  the  treaty  of  1763,  he  argued,  it  was  owned  by 
France,  and  after  its  cession  to  Great  Britain,  it  was  never 
incorporated  with  the  colonies.  Neither  country,  he  urged, 
had  conquered  it,  and  so,  by  way  of  settling  the  dispute, 
he  suggested  a  division  by  which  the  land  south  of  the  Ten- 
nessee should  be  under  the  suzerainty  of  Spain,  and  that 
to  the  north  under  the  protection  of  the  United  States.  As 
to  the  navigation  of  the  Mississippi,  Rayneval  expressed 
the  hope  that  some  arrangement  could  be  made  by  which 

-^"le  roi  ne  sera  pas  moins  exacte  a  les  tenir  de  son  cote  .  .  .  il  n'en 
existe  aucune  dans  nos  traites  qui  I'oblige  a  prolonger  La  Guerre  pour 
soutenir  les  pretentions  ambitieuses  que  les  Etats  unis  peuvent  former 
soit  par  raport  ...  a  I'Etendue  des  Limites."  He  goes  on  to  say  that 
"je  serai  toujours  a  terns  de  venir  a  leur  Secours  car  je  prevois  qu'ils 
auront  plus  d'une  difficulte  a  vaincre  et  meme  tres  grandes  s'ils  persistent 
dans  leurs  premieres  pretentions."  This  does  not  show  a  spirit  of  hos- 
tility. Vergennes  to  Luzerne,  November  23.  {E.  U.,  XXII,  no.  43,  fol. 
138.)  Before  this  Vergennes  had  written  Montmorin  that  if  the  Ameri- 
cans would  unite  more  thoroly  they  would  be  able  to  drive  the  British 
from  the  continent.     (Esp.,  606,  no.  159,  new  11.) 

-^Doniol,  Histoire,  V,  108;  Jay,  Life  of  Jay,  I,  137. 

-^Vergennes  declared  that  he  would  keep  silence  the  most  absolute 
until  he  was  asked  to  express  his  opinion.     See  p.  200. 

-'Rayneval  said  he  was  acting  at  Jay's  request,  and  submitted  this 
memorial  as  his  personal  ideas.    Doniol,  Histoire,  V,  159. 
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the  Americans  could  be  given  the  right,  subject  to  proper 
regulation.  As  to  territory  north  of  the  Ohio,  he  held  hj 
the  same  reasoning  that  it  was  a  part  of  Canada,  and  as 
such  a  fit  object  of  negotiation  between  the  Americans 
and  British.^^ 

This  memorial  was  submitted  merely  as  an  opinion 
on  the  merits  of  the  question.  It  was  fortified  by  histori- 
cal and  legal  allusions,  against  which  the  Americans  could 
urge  only  their  charter  rights.  It  asserted  that  both 
Americans  and  Spaniards  must  base  their  claims  on  the 
right  of  conquest.  It  attempted  to  apportion  to  each 
power  the  territory  which  each  held  or  had  conquered,  and 
tried  to  divide  the  unoccupied  lands  as  equally  as  pos- 
sible.2« 

Altho  Vergennes  still  held  to  his  determination  not 
to  interfere  in  the  dispute  between  his  allies,^^  he  held  to 
the  belief  that  the  domains  west  of  the  mountains  were 
legally  the  property  of  Great  Britain,  subject  only  to  the 
fortunes  of  Avar.  He  did  not  think  that  the  charters  were 
of  any  force,  and  maintained  that  whatever  the  Americans 
got  out  of  tlie  contest  must  be  gained  by  war  or  diplomacy. 
He  was  willing  to  make  good  his  guarantee  of  the  inde- 
pendence of  the  United  States  with  all  their  possessions, 
but  he  would  not  continue  a  war  to  make  additional  con- 
quests.    To  neither  Spain  nor  the  United  Stales  would  he 


-^Rayneval  entitled  this  memorial  an  "Idea  on  the  manner  of  deter- 
mining; and  fixing  the  boundaries  between  Spain  and  the  United  States 
on  one  side  of  the  Ohio  and  towards  the  Mississippi."  (E.  U.,  XXII,  no. 
57,  new  200.) 

•'^Spain  held  Fort  Natchez  and  all  posts  on  the  west  banks  of  the 
river,  from  which  she  could  make  incursions  into  the  disputed  territories, 
and  on  this  Rayneval  based  her  claims  to  both  banks  of  the  river.  As 
Fort  Natchez  was  the  only  post  to  the  Southwest,  it  was  argued  that  the 
possession  of  it  gave  her  claim  to  the  whole  of  the  territory.  Doniol, 
Histoirc,  V,   159. 

3i"Au  reste  M.  ces  notions  sont  pour  vous  seul."  Vergennes  to  Lu- 
zerne, October  14,  1782.     (£.  U.,  XXII,  no.  40,  new  115.) 
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concede  anything  more  than  he  had  already  promised,  for 
he  felt  that  peace  was  essential.^ - 

The  stand  of  Vergennes  was  due  not  to  unfriendliness 
to  the  United  States  but  to  the  desire  for  peace.  He  re- 
alized  the  importance  of  the  West  to  the  American  nation, 
and  wished  it  to  take  measures  to  extend  its  rights  there.^^ 
In  no  way  did  he  interfere  with  the  negotiations  between 
Aranda  and  Jay ;  nor  did  he  attempt  to  control  the  Ameri- 
can envoys  in  their  efforts  to  get  all  they  could.  He  re- 
pressed both  Spain  and  the  United  States  because  his  coun- 
try needed  peace;  and  when,  without  consulting  him,  the 
American  envoys  won  more  than  he  thought  possible,  he 
still  applauded  their  ability.'^^  Altho  his  willingness 
to  aid  the  Americans  received  no  returns,  he  showed  noth- 
ing more  than  a  momentaiw  anger. 

Vergennes  was  not  alone  in  regarding  the  American 
claims  to  the  West  as  without  support.  Shelburne  had 
ridiculed  the  pretensions  of  Congress,  and  had  declared 
that  the  Mississippi  Valley  had  never  been  a  part  of  the 

2-".  ...  a  present  dans  la  discussion  Subsistante  entre  M.  de  Cte 
d'Aranda  et  M.  Jay  que  les  deux  parties  reclament  des  countrees  sur  les 
quelles  aucune  d'Elles  n'a  de  droit  acquis  et  qu'il  sera  a  peu  pres  impossible 
de  les  accorder."     {E.  U.,  XXII,  no.  40,  new  115.) 

2^"il  a  ete  remis  a  M.  Jay  une  notte  confidentielle  par  la  quelle  il  est 
a  peu  pres  demontre  que  les  limites  des  Etats-unis  au  Sud  de  I'Ohio  se 
bornent  aux  montagnes  en  suivant  le  versant  des  eaux  et  que  ce  qui  est 
au  Nord  de  cette  riviere  nommement  les  lacs  a  autrefois  fait  parti  du 
Canada."  Vergennes  to  Luzerne.  (Ibid.)  Vergennes  had  gained  this 
idea  doubtless  from  the  memorial  of  Rayneval,  and  this  is  the  first  time 
he  expressed  it.  In  spite  of  this  purely  legal  view  of  the  question  Ver- 
gennes wrote,  "Nous  pensons  comme  les  Americains,  M.  sur  I'importance 
de  I'etablissement  des  anglois  a  Oswego,  cette  station  en  meme  terns 
qu'elle  en  impose  aux  Sauvages  met  les  Anglois  en  mesure  de  troubler 
les  derrieres  de  la  province  de  Newyork."     Ibid. 

^*"Si  les  Commissioners  americains  sont  exacts  dans  les  comptes  qu'ils 
rendent  a  leurs  Commitans  ils  ne  Se  plaindront  pas  que  nous  cherchons  a 
influenc  et  a  les  gener  dans  leur  negociations."  Vergennes  to  Luzerne, 
November  23.  (E.  U.,  no.  43.)  After  the  peace  he  wrote:  "Vous  aplaud- 
irez  surement  M.  aussique  moi  aux  avantages  tres  Etendtis  que  nos  allies 
les  americains  doivent  recuiller  par  la  paix."  December  19.  {Ibid.,  no. 
45.) 
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colonies.^^  Virginia,  the  most  aggressive  of  all  the  states, 
had  insisted  upon  nothing  more  than  the  Ohio  as  the  boun- 
dary; but  Congress  did  not  have  courage  enough  to  insist 
upon  even  this  much.^*^  Even  after  Yorktown  some  of  the 
most  aggressive  Americans  offered  to  leave  all  the  disputed 
territory  in  the  West  to  the  Indians  under  the  joint  pro- 
tection of  Spain,  France,  Great  Britain,  and  the  United 
States,^'^  and  several  states  agreed  to  accept  the  mountains 
as  the  western  boundary.^^ 

Military  conditions  also  seemed  to  forbid  the  preten- 
sions of  Congress  to  extensive  territories.  The  British  still 
held  the  posts  on  the  Great  Lakes  and  continued  to  do  so 
for  many  years.  Parts  of  the  South  as  well  as  the  city  of 
New  York  and  other  important  posts  were  still  in  the  hands 
of  the  enemy.  Under  these  conditions  it  seemed  that  Ver- 
gennes  was  right  in  his  declaration  that  Congress  had  no 
claim  whatever  to  the  wide  regions  of  the  West. 

In  spite  of  all  these  discouragements  Vergennes  stood 
ever  ready  to  help  the  ambitions  of  his  American  allies. 
Altho  he  condemned  the  extravagance  of  the  American 
claims,  he  never  tried  to  get  his  allies  to  demand  less,  but 
offered  rather  to  assist  them  to  the  best  of  his  ability .^^  In 
spite  of  the  unconcealed  dislike  of  Jay  and  Adams,  and 
his  own  dislike  of  them,  Vergennes  showed  himself  through- 
out a  loyal  friend  to  the  United  States.  Even  when  he 
found  his  counsels  disregarded  and  the  pledges  made  to 
him  badly  broken,  he  showed  no  trace  of  jealousy  or  mean- 
ness.   For  the  ability  of  the  American  diplomats  he  showed 

3''Doniol,  Histoire,  V,  133. 

38See  page  207,  note  14. 

3^They  told  Luzerne  that  "si  Ton  assuroit  aux  Sauvages  la  possession- 
des  Pays  contestes  sous  la  garantie  de  la  France,  de  I'Esp  de  I'Angleterre 
et  des  Etats-unis  ce  parti  accomodiroit  peutetre  tout  le  monde."  Luzerne 
to  Vergennes,  September  12,  1782.     {E.  U..  XXII.  no.  271,  new  68.) 

^^Luzerne  mentions  Maryland  as  willing  to  accept  this.  (Ibid.,  no. 
89,  new  275.) 

^^Vergennes  to  Luzerne,  November  23,  1782.  (E.  U.,  XXII,  no.  160^ 
new  43.)     See  also  p.  211,  note  25. 
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the  greatest  respect,  and  their  success  not  only  surprised 
him  but  aroused  in  him  the  liveliest  admiration.^^ 

To  Vergennes  America  owes  a  great  debt  of  gratitude 
for  the  preservation  of  its  independence.  In  spite  of  the 
fact  that  he  entered  the  war  for  a  selfish  purpose,  from 
which  he  never  entirely  escaped,  the  years  of  common  trials 
and  efforts,  the  enthusiasm  of  the  French  people,  and  the 
personality  of  Franklin,  infused  his  cold  heart  with  some- 
thing like  enthusiasm  for  the  nation  he  had  called  into 
existence,  and  for  whose  protection  he  devoted  the  best 
efforts  of  many  years.  We  may  give  great  praise  to  the 
foreign  heroes  who  fought  and  died  in  defense  of  American 
liberties,  but  among  all  the  friends  of  the  new  republic,  no 
one  can  show  a  higher  title  to  loyalty,  not  even  the  lovable 
and  chivalrous  Lafayette,  than  the  care-worn  and  thought- 
ful statesman,  Vergennes, 

40Vergennes  wrote  of  the  American  envoys  that  they  were  "no  less 
practised  than  the  English  in  the  art  of  drawing  indefinite  lines  and  of 
making  them  a  title  and  a  right."  Vergennes  to  Luzerne,  November  23. 
{E.  U.,  XXII,  no.  160.)  He  further  declared  that  the  English  bought 
peace  rather  than  made  it.  McLaughlin,  Confederation  and  Constitution 
30.  In  order  to  show  his  good  will  he  made  the  Americans  a  new  grant 
of  six  million  livres  immediately  after  the  articles  were  signed.  Doniol, 
Histoire,  V.  269. 


CHAPTER    XII 

PEACE 

Peace,  the  goal  towards  wliicli  Vergenues  had  so  pa- 
tiently toiled,  came  at  last;  but  it  came  through  negotia- 
tions unknown  to  him,  and  by  a  diplomacy  which  over- 
reached his  own.  During  the  early  years  of  the  war  Ver- 
genues had  often  expressed  astonishment  at  British  stupid- 
ity in  alienating  the  colonie^,^  and  he  felt  that  he  was  scor- 
ing a  triumph  in  winning  them  to  France.  With  the  over- 
throw of  the  North  ministry,  however,  the  accession  to 
power  of  Shelburne,  first,  as  secretary  of  state  for  the  col- 
onies, then  as  prime  minister,  all  this  was  changed.  Shel- 
burne  at  once  inaugurated  a  new  jiolicy,  a  policy  of  con- 
ciliation towards  an  independent  republic,  and,  instead  of 
humiliating  America,  he  bid  high  for  her  friendship,  and 
carried  off  the  prize  for  which  Vergenues  had  already  paid 
so  dearly. 

With  this  plan  in  mind  Shelburne  had,  early  in  the 
spring  of  1782,  sent  I\ichard  Oswald,  a  Scotch  merchant, 
to  Paris  to  sound  Franklin  on  the  conditions  which  the 
Americans  would  ask  for  peace,  and  to  suggest  a  treaty 
separate  from  the  one  with  France.  To  this  idea  of  a  sepa- 
rate treaty  Franklin  at  once  objected;  but  he  was  ready 
enough  to  suggest  the  terms  of  ])eace  which  he  regarded 
as  suitable,-  Oswald  talked  mucli  of  c(mciliation  and,  with 
this  idea  in  mind,  Franklin  declared  thnt  in  order  to  con- 
ciliate, (Jreat  Britain  should  cede  Canada  to  the  United 
States,  as  an  evidence  of  her  good  will."^  This  suggestion 
did  not  meet  any  objection  from  the  British  agent,  who 
asked  permission  to  submit  it  to  his  government,  and  the 

^Sce  page  14. 

-Franklin's  Journal,  Writings  (Smyth  ed.),  VIII,  463. 

^Ihid.,  472. 
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American  envoy  consented.  A  few  days  later  Oswald  in- 
formed Franklin  that  he  thought  the  "affairs  of  Canada 
would  be  settled  to  [your]  satisfaction/'  but  he  asked  that 
it  be  not  pressed  until  near  the  end  of  the  negotiations.^ 

The  negotiations  dragged  slowly  on  until  midsummer, 
when  Franklin  became  more  active;  and,  on  July  10,  he 
outlined  to  Oswald  a  definite  plan  of  a  treaty,  which  made 
as  a  necessary  article  "a  confinement  of  the  boundaries  of 
Canada  to  what  they  were  before  the  last  act  of  Parlia- 
ment, I  think  in  1774,  if  not  to  a  still  more  contracted  state 
on  an  ancient  footing,"*  and  which  declared  that  tlie  cession 
of  all  Canada  was  advisable.-^  Oswald  submitted  these 
conditions  to  Shelburne,  who  in  the  meantime  had  become 
prime  minister,  and  had  left  Townshend  to  direct  negotia- 
tions with  the  Americans.  Townshend  followed  Shelburne's 
liberal  policy  and  agreed  to  the  withdrawal  of  British 
forces  from  the  states,  and  promised  also  a  part  of  the 
"ungTanted  lands  to  be  annexed  to  each  province  in  return 
for  the  restoration  of  the  loyalists.'**^ 

In  the  meantime  negotiations  were  going  on  rapidly 
in  Paris,  and  early  in  August  Franklin  and  Vergennes 
united  in  demanding  a  ''treaty  that  no  one  would  break.''' 
Shortly  after  this  Franklin  plead  with  Oswald  to  gT-ant 
the  Americans  a  permanent  peace  on  such  conditions  as 
not  "to  force  them  into  the  hands  of  other  people,"  and  he 
explained  that  in  order  to  ensure  such  a  peace  the  United 
States  must  have  Canada.^  From  the  drift  of  the  negotia- 
tions and  the  avowals  of  Oswald  the  experienced  American 
saw  the  British  ministry  was  willing  to  sacrifice  much  for 
peace,  and  still  more  to  win  the  friendship  of  the  United 
States,  Oswald  complained  that  the  French  proposals 
were  exorbitant  and  appealed  to  Franklin  to  check  them  f 

^Franklin,  Writings  (Smyth  ed.),  VIII,  486. 

'^Oswald  to  Shelburne,  July  10,  1782.    (F.  O.,  France,  2a,  fols.  42-44.) 

*Dated  July  25,  1782.     (Ibid.,  2a,  fols.  87-92.) 

^Oswald  to  Townshend,  August  7,  1782.     (Ibid.,  141.) 

^Oswald  to  Townshend,  August  13,  1782.     (Ibid.,  152-161.) 

^Oswald  to  Townshend,  August  15,   1782.     (Ibid.,  2a,  173.^ 
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but  that  wilj  statesman  pressed  his  advantage  so  strongly 
that  the  British  agent  was  compelled  to  advise  the  accept- 
ance of  his  demands.^^ 

The  British  government  acted  before  receiving  Os- 
wald's communication,  and  on  September  1  acceded  to  the 
full  extent  of  Franklin's  ultimatum  of  July  10.  By  this 
it  agreed  to  recognize,  first  of  all,  independence.  The  third 
article  provided  for  the  restriction  of  the  boundaries  of 
Canada  to  what  they  were  before  1774 ;  the  fourth  granted 
the  freedom  of  fishing  on  the  banks  of  Newfoundland ;  and 
another  clause  added  that :  "His  Majesty  will  also  waive 
collection  of  debts  before  1775  and  also  claims  of  refugees 
for  losses."^^ 

Here  was  granted  all  that  the  Americans  could  hope 
to  obtain  and  more  than  was  to  be  ultimately  conceded 
them.  It  had  been  the  aim  of  the  Shelburne  ministry  to 
detach  the  United  States  from  France  and  these  conditions 
were  well  calculated  to  effect  it.  The  genius  of  the  mighty 
Franklin  had  triumphed. 

On  September  5,  Oswald  wrote  Franklin  that  he  had 
received  definite  information  as  to  the  views  of  the  British 
ministry  in  regard  to  the  terms  of  the  treaty,  and  was  then 
ready  to  begin  formal  negotiations.^^  Franklin  replied 
three  days  later,  asking  for  a  copy  of  Oswald's  instruc- 
tions," and  it  appeared  that  the  terms  would  soon  be  satis- 
factorily settled. 

These  instructions,  however,  were  never  submitted  to 
Franklin.    Jay  had  arrived  at  Paris  some  time  before  and 

^''Oswald  strongly  urged  the  cession  of  that  part  of  Canada  added  by 
the  act  of  1774.  "If  not  granted,"  he  wrote,  "this  will  cause  much  diffi- 
culty, especially  on  the  western  frontier,  and  a  refusal  would  occasion  a 
particular  grudge  as  a  deprivation  of  an  extent  of  valuable  territory,  the 
several  provinces  have  always  counted  upon  as  their  own."  He  advised 
also  that  a  right  to  the  fisheries  be  granted  to  avoid  quarrels  with  New 
England.  Oswald  to  Townshend,  August  29,  1782.  (F.  O.,  France,  2a, 
fol.  234.) 

i^Townshend  to  Oswald,  September  i,  1782.     (Ibid.,  2a,  loi.) 
i-Oswald  to  Franklin,  September  5.     (Wharton    Dip.  Cor.,  V,  699.) 
ispranklin  to  Oswald,  September  8.    (Ibid.,  V,  712.) 
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begun  an  aimless  negotiation  with  Aranda  which  led  to 
nothing,  because  the  two  could  not  agree  on  the  exchange 
of  their  commissions.^^  Franklin  had  been  sick  since  June 
and  was  willing  to  entrust  the  burden  of  affairs  to  his 
young  associate,  who  was  only  too  glad  to  undertake  the 
more  congenial  task.  Jay  was  a  far  different  man  from 
Franklin.  He  was  young  and  comparatively  inexperienced 
in  the  management  of  men,  and  he  possessed  neither  the 
reputation  nor  the  personality  that  gave  such  weight  to  the 
words  of  his  aged  compatriot.  Jay  had  come  to  Paris  dis- 
gusted with  the  Spaniards,  but  he  soon  came  to  dislike  the 
French  more,  and  he  hated  the  British  as  a  patriotic  Ameri- 
can should. 

The  attitude  of  Jay  at  once  made  it  impossible  to  con- 
tinue the  negotiations;  for,  on  reading  the  commission  of 
Oswald,  he  found  that  it  did  not  recognize  the  independ- 
ence of  the  United  States  and  refused  to  treat  until  a  new 
commission  was  framed  with  form  more  to  his  liking. 
Franklin  protested,  but  in  vain.  Oswald  was  compelled  to 
write  for  a  new  commission  and  the  negotiations  were  held 
up  for  several  weeks;  it  was  not  until  September  28  that 
the  two  were  ready  to  renew  the  discussion  of  terms  of 
peace.^^ 

In  the  meantime  Jay  had  found  fresh  causes  of  suspi- 
cion against  the  French  court.  Vergennes  had  advised  him 
to  continue  the  negotiations  and  to  allow  Oswald  to  act 
under  his  old  commission,  and  this  had  convinced  him  that 
"this  court  chooses  to  postpone  an  acknowledgement  of 
our  independence  by  Britain,  to  the  conclusion  of  a  general 
peace  in  order  to  keep  us  under  their  direction."  The  Brit- 
ish had  transmitted  to  him  a  copy  of  an  intercepted  letter 
from  Marbois  which  opposed  American  claims  on  the  fish- 
eries,^^ and  the  memorial  of  Rayneval  on  the  terms  of  set- 

i^Jay  to  Livingston,  September  i8.     (Wharton,  Dip.  Cor.,  V,  740.) 

^^Jay  to  Adams,  September  28.     (Ibid.,  7/8.) 

i8Jay  to  Livingston,  September  18,  1782.  (Wharton,  Dip,  Cor.,  V,. 
740.)  It  is  doubtful  if  this  letter  of  Marbois'  is  authentic,  as  the  French 
envoy  always  wrote  in  cipher. 
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tlemeiit  between  Spain  and  the  United  States  liad  angered 
him.  With  these  feelings  he  was  sure  to  be  alarmed  at  any 
unforeseen  move  on  the  part  of  the  French  court.  Jay  at 
once  became  suspicious  of  Rayneval's  mission  to  London, 
and  decided  to  despatch  an  agent  to  Shelburne  to  counter- 
act any  intrigues  of  the  French  secretary.  Benjamin 
Vaughn,  a  friend  of  America,  was  selected  for  this  purpose, 
and  he  was  instructed  to  show  the  ministry  that  it  was 
"the  obvious  interest  of  Britain,  immediately  to  cut  the 
cords  which  tied  us  to  France,"  and  to  propose  a  settlement 
with  Great  Britain  with  this  undertaking  as  a  basis.^^ 
Vaughn  proceeded  to  London,  had  several  interviews  with 
Shelburne  and  convinced  him  that  the  United  States  were 
willing  to  break  away  from  France. 

Oswald's  new  commission  arrived  on  the  27th  and  he 
and  Jay  at  once  drew  up  a  proposed  treaty  on  the  basis  of 
the  instructions  of  September  1.^^  The  first  article  pro- 
Yided  for  the  boundaries  asked  by  Congress  in  1778,  and 
included,  besides  what  was  later  assigned  the  United 
States,  the  Great  Lakes  and  the  territory  south  of  Lake 
Nipissing.^'"^  In  this  treaty,  as  in  all  subsequent  projects, 
tliere  was  a  provision  for  tlie  free  navigation  of  the  Mis- 
sissip])i. 

Altho  Towiishend  had  authorized  these  terms,  he  dis- 
avowed the  treaty.  Tlie  reason  is  obvious.  He  had  offered 
these  concessions  in  order  to  separate  the  United  States 

^"Jay  to  Livingston.    (Wharton,  Dip.  Cor.,  VI,  29.) 
^"Jay  to  Livingston.     (Ibid.,  47.) 

^""The  said  states  are  bounded  north  by  a  line  drawn  from  the 
north-west  angle  of  Nova  Scotia,  along  tlie  highlands  which  divide  those 
rivers  which  empty  into  the  river  St.  Lawrence,  from  those  which  fall 
into  the  Atlantic  Ocean,  to  the  northermost  head  of  the  Connecticut  river, 
thence  down  along  the  middle  of  tliat  river  to  the  45th  degree  of  north 
latitude  ....  thence  due  west  to  the  northernmost  side  of  the  river  St. 
Lawrence  ....  thence  straight  to  the  south  end  of  Lake  Nepissing,  and 
thence  straight  to  the  source  of  the  Mississippi."  On  the  west  the  United 
States  were  to  be  bounded  by  the  Mississippi  and  on  the  south  by  the 
Floridas.     (Ibid.,  V,  806;  F.  O.,  France,  29,  305.) 
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from  French  influence,^^  but  the  mission  of  Vaughn  sliowed 
him  that  this  end  was  already  accomplished.  Before  this 
time  the  British  put  forth,  as  the  chief  aim  of  their  policy, 
conciliation ;  and  it  was  with  this  understanding  that 
Franklin  and  Oswald  had  carried  on  their  negotiations, 
and  upon  it  Franklin  had  based  his  demands.  To  Great 
Britain,  however,  conciliation  did  not  mean  so  much  friend- 
ship to  her  as  enmity  to  France;  and  when  the  Shelburne 
ministry  perceived  that  the  councils  of  their  enemies  were 
divided  they  withdrew  their  bids  for  friendship. 

Jay  was  deeply  disappointed  at  the  failure  of  his 
efforts.  He  felt  that  he  must  strive  against  all  Europe  and 
even  against  his  fellow  negotiator.  "I  think  we  have  no 
rational  dependence  except  on  God  and  ourselves,"  he 
wrote,  "nor  can  I  yet  be  persuaded  that  Great  Britain  has 
either  wisdom,  virtue  or  magnanimity  enough  to  adopt  a 
perfect  and  liberal  system  of  conciliation.''-^  His  disap- 
pointment was  the  keener  for  tlie  assurances  of  Oswald 
had  convinced  him  that  there  would  be  no  objection  to  the 
treaty  as  drawn  up.  He  now  showed  the  greatest  indigna- 
tion towards  Oswald  and  even  resorted  to  threats  of  break- 
ing off  the  negotiations.-- 

However  mucli  Jay  felt  anger  at  the  duplicity  of  Brit- 
ain, he  gained  no  love  for  France.-^  His  suspicion  and 
distrust  of  her  policy  increased  and  soon  after  the  arrival 
of  Adams  in  October,  the  two  resolved  to  keep  secret  from 
her  all  knowledge  of  their  negotiations  and  forced  the  aged 
and  enfeebled  Franklin  to  agree. 

2°Shelburne  wrote  to  Carleton  and  Digby,  June  3,  that  independence 
was  offered  "with  the  view  of  showing  America  that  farther  war  was  onlj' 
in  the  interest  of  France  and  Spain,  and  to  detach  her  from  France." 
(C.  O.  5,  Vol.  178,  fol.  439.) 

-^Jay  to  Livingston,  November  17.     (Wharton,  Dip.  Cor.,  VI,  49.) 

--Jay  replied  that  in  the  case  of  the  refugees  nothing  could  be  done ; 
and  that  if  Great  Britain  broke  off  negotiations  on  that  account,  the 
United  States  would  present  claims  against  her  for  unnecessary  destruc- 
tion in  war."  Oswald  to  Townshend,  November  6.  (F.  O.,  France,  29, 
fol.  340.) 

23Wharton,  Dip.  Cor.,  VI,  47. 
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From  this  time  on,  however,  the  British  conducted 
their  negotiations  in  a  different  spirit.  Hitherto  they  had 
talked  of  conciliation,  and  even  of  federal  union;  but  now 
th6y  began  to  push  more  vigorously  their  material  advant- 
ages. Oswald  had  served  well  enough  when  conciliation 
was  the  end,  and  he  still  remained  at  Paris,  where  his 
frankness  and  sincerity  were  a  valuable  asset.  To  push 
the  claims  of  the  empire,  however,  a  different  man  was 
necessary;  and  the  shrewd  and  determined  Strachey  was 
sent  to  look  after  the  boundary  question  and  the  disposi- 
tion of  the  loyalists.-^ 

Strachey  began  his  efforts  with  vigor.  No  longer  were 
there  projects  of  ceding  Canada,  but  in  place  of  this  there 
was  a  demand  that  the  country  north  of  the  Ohio  be  used 
to  found  a  colony  of  loj-alists.-''  Nothing  had  been  said  of 
this  in  the  previous  negotiations,  but  now  Strachey  added 
a  restriction  of  the  right  to  fish  on  the  banks  of  the  New- 
foundland. Of  the  arguments  used  to  beat  down  the  new 
demands  of  Britain  we  know  little ;  but  Adams  and  Jay 
were  determined  men  and  resolved  to  surrender  nothing. 

On  the  north  tlie  Americans  offered  the  choice  of  two 
lines.  The  first  provided  a  boundary  running  from  the  in- 
tersection of  the  fort^^-fifth  parallel  with  the  Connecticut 
river  due  west  to  the  Mississippi.  The  second  ran  west  on 
the  same  parallel  to  the  St.  Lawrence,  thence  through  the 
middle  of  the  Great  Lakes  to  the  sources  of  the  Missis- 
sippi.-^ Both  provided  that  in  case  Great  Britain  should 
keep  Florida  the  southern  boundary  should  run  through 
the  mouth  of  the  Yazoo  due  west  to  the  Applachicola,  and 
both  provided  also  for  the  free  navigation  of  the  Missis- 
sippi. Strachey  had  been  borne  down  by  the  superior  skill 
and  determination  of  liis  adversaries,  but  he  refused  to  do 

2^Townshend  to  Oswald,  October  23,  1782.  (F.  O.,  France,  2a,  328.) 
Of  Strachey  Adams  wrote,  "He  is  artful  and  insinuating.  He  pushes  and 
presses  every  point  as  far  as  it  could  possibly  go ;  he  is  the  most  eager, 
earnest,  pointed  spirit." 

-^Wharton,  Dip.  Cor.,  VI,  113. 

-^Ibid.,  V.  856.  Strachey  to  Townshend,  November  8,  1782.  (F.  O., 
France,  2a.  363:  C.  O.  5.  8.) 
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more  than  transmit  the  proposed  treaties  to  Townshend  for 
his  consideration.  Neither  of  them  was  in  accord  with  the 
instructions  sent  out  by  the  British  ministry,  but  the 
Americans  had  pronounced  this  their  ultimatum.^" 

The  provisions  regarding  the  Floridas  were  the  result 
of  Jay's  efforts  and  grew  out  of  his  dislilvc  for  Spain  and 
perhaps  also  of  a  desire  to  embarrass  Vergennes.  Jay  had 
formerly  been  very  hostile  to  Great  Britain;  but  this  had 
changed  under  the  genial  frankness  of  Oswald  and  through 
the  suspicious  attitude  of  his  allies  into  a  feeling  of  friend- 
ship.^^ During  the  early  days  of  September,  while  Oswald 
was  waiting  for  his  new  commission,  Jay  often  talked  in- 
formally with  him  of  the  Floridas,  and  in  these  conversa- 
tions, the  British  envoy  often  expressed  the  desire  that  if 
Great  Britain  should  keep  them  their  boundary  might  be 
pushed  still  further  to  the  north.  Jay  met  the  suggestion 
kindly  and  declared  that  since  the  proclamation  of  1763 
the  boundary  had  been  moved  northward  by  another  proc- 
lamation.^^ 

With  this  the  matter  was  allowed  to  drop,  but  Jay 
brought  it  forward  again  when  he  took  up  the  negotiations 
with  Oswald,  and  suggested  tliat  the  British  forces  in 
New  York  be  sent  on  an  expedition  to  seize  these  prov- 
inces.^^ He  declared  that  he  did  not  want  to  leave  in  the 
hands  of  the  Spaniards  authority  over  the  Gulf  of  Mexico 
and  with  it  control  of  the  western  trade;  and  he  main- 
tained that  any  agreement  regarding  this  region  would  not 
be  a  violation  of  the  alliance  with  France.^'^     Jay  argued 

2-Wharton,  Dip.  Cor.,  V,  856;  F.  O.,  France,  2a,  363;  C.  O.  5,  8. 

-®Until  the  middle  of  August  Oswald  believed  that  nothing  could  be 
expected  of  Jay.  Oswald  to  Townshend,  August  7.  (F.  O.,  France,  2a, 
125.)     Later  he  wrote,  "Jay  is  more  friendly."     {Ibid.,  162.) 

280swald  to  Townshend,  September  11.  (F.  O.,  France,  2a,  222-)  This 
was  the  proclamation  of  1767. 

soQctober  2.     {Ibid.,  271.) 

3^"The  employment  of  these  troops  [in  America]  against  Spain  would 
not  infringe  on  the  treaty  with  France,  Jay  says,  for  the  states  are  not 
bound  to  Spain."  {Ibid.)  "Jay  again  insists  that  for  the  common  good 
Florida  shall  not  be  left  in  the  hands  of  the  Spaniards."     {Ibid.,  280.) 
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that  the  province  was  rich  in  itself  and  would  be  of  addi- 
tional advantage  to  the  British  in  giving  them  control  of 
both  outlets  to  the  Mississippi  Valley;  the  Gulf  and  the 
St.  Lawrence,  by  which  they  could  hold  all  the  trade  they 
had  ever  possessed.  As  a  final  argument  he  urged  that  the 
retention  of  the  Floridas  would  go  far  to  win  the  friend- 
ship of  the  Americans.  He  became  every  day  more  earnest 
and  flnall}'  offered  to  write  General  Washington  asking 
him  to  permit  the  peaceable  evacuation  of  New  York  and 
Charleston  by  the  British  troops.^-  Oswald  was  convinced, 
from  Jay's  earnestness,  that  he  could  carry  the  boundary 
of  West  Florida  far  to  the  northward.^^ 

Townshend  did  not  take  kindly,  however,  to  the  efforts 
of  Jay.  He  was  suspicious  of  the  wJiole  transaction,  but 
he  believed  that  capital  might  be  made  of  it  if  France 
should  learn  the  details.^^  Oswald  was  anxious  for  the 
arrangement,  and  urged  that  if  it  had  no  other  merit  it 
would  at  least  please  the  Americans.^^  Jay  was  afraid 
of  the  effect  of  his  suggestions,  and  when  the  provision  re- 
garding the  Florida  boundary  was  inserted  he  "scored  it 
out"  but  "admitted  it  in  addition  at  the  bottom  as  a  sepa- 
rate article.''^*^  Jay  himself  was  not  proud  of  his  tactics, 
and  altho  he  dwelt  with  pride  on  the  early  negotiations 
with  Oswald  with  which  he  had  nothing  to  do,  he  never 
found  occasion  to  discuss  the  part  he  took  in  the  Florida 
boundary  arrangement.^^ 

In  the  later  negotiations  Franklin  took  little  part  and 
their  success  ma}'  be  attributed  to  the  vigor  and  determina- 
tion of  Jay  and  Adams.  The  man,  who  had  won  for  the 
United  States  the  aid  of  France  and  who  had  overreached 
the  diplomacy  of  Britain,  was  now  worn  witli  disease,  and 
was  pushed  out  by  his  3'ounger  associates.     He  found  his 

^-Oswald  to  Townshend,  October  7.    {F.  O.,  France,  2a,  302.) 
^-''October  8.     {Ibid.,  310.) 

s^Townshend  to  Oswald,  October  26.     (Ibid.,  330.) 
^^Oswald  to  Townshend,  December  4.     (Ibid.,  489.) 
acOswald  to  Strachey,  November  8.     (Ibid.,  388.) 

^"Compare  letters  of  Adams  to  Livingston  on  this  question.     (Whar- 
ton, Dip.  Cor.,  V,  856.) 
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advice  overborne  in  their  councils,  and  bis  suggestions 
disregarded;  but  to  preserve  harmony  he  still  signed  their 
despatches  and  forebore  any  opposition.  Altho  his  shrewd 
mind  must  have  seen  clearly  the  contempt  with  which 
Adams  and  Jay  regarded  him,^^  he  bore  the  humiliation 
patiently,  and  at  last  with  hearty  goodwill  made  their 
peace  with  the  irritated  Vergennes.^^ 

The  firmness  of  Jay  and  Adams  was  not  due  to  any 
knowledge  of  the  negotiations  of  their  allies  btit  to  their 
own  personal  convictions.  At  that  time,  however,  Florida 
Blanca  and  Shelburne  were  deadlocked  over  the  question 
of  Gibraltar;  and  unless  terms  were  speedily  arranged 
with  the  Americans,  the  allied  powers  might  renew  the 
war.^^  Under  the  circumstances  Shelburne  chose  to  give 
the  United  States  favorable  terms  and  detach  them  from 
the  Bourbon  alliance  and  then  refuse  the  demands  of 
Spain. 

The  work  of  Jay  and  Adams  made  it  impossible  for 
the  Spanish  court  to  realize  its  hopes.  The  Bourbons  had 
offered  Guadaloupe  and  San  Domingo  for  Gibraltar  and 
expected  to  settle  on  these  terms.  When  Shelburne  heard 
of  the  agreement  with  the  Americans,  however,  he  raised 
his  price  so  high  that  it  could  not  be  accepted  and,  even 
after  the  preliminaries  between  Great  Britain  and  the 
United  States  were  signed,  France  threatened  to  renew 
the  war.^^ 

Shelburne  was  anxious  for  peace  and  made  a  last  ef- 
fort for  conciliation.  He  offered  to  cede  Spain  the  Flor- 
idas  and  Minorca  provided  she  would  surrender  her  pre- 
tensions to  Gibraltar;  and  Spain  seeing  the  helplessness 
of  her  position  accepted  these  terms. 

There  remained  the  question  of  the  navigation  of  the 
Mississippi.     The  Britisli  had  conceded  it  to  the  Ameri- 

"*See  Adams's  Journal  for  his  opinion  of  Franklin. 
39Wharton,  Dip.  Cor.,  V,  857. 

^''"Correspondence  of  Fitzherbert,"  who  was  negotiating  with  France 
and  Spain,     (F.  O.,  France,  7,  797,  et  seq.) 
*^Donio],  Histoirc,  V,  228-231. 
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cans  but  their  concessions  were  valueless.  In  the  final 
negotiations  Vergennes  was  to  show  again  his  friendship 
for  the  United  States.  If  Great  Britain  had  surrendered 
the  right  to  navigate  the  Mississippi  to  Spain  the  Ameri- 
cans would  have  had  no  recourse.  If  she  had  fixed  the 
boundaries  of  the  Floridas  in  her  treaty  with  Spain, 
American  claims  would  have  been  weakened.  Spain  was 
anxious  to  obtain  these  advantages;  Great  Britain  had  no 
interest  in  refusing  them;  and  to  Vergennes  alone  must 
be  given  the  thanks  for  thwarting  Spanish  ambition.^ - 

The  preliminaries  of  peace  between  Great  Britain  and 
the  United  States  were  agreed  upon  on  November  20,  1782 ; 
between  Great  Britain  and  the  Bourbon  powers  on  Janu- 
ary 20;  and  the  question  of  the  West  passes  out  of  the 
American  Revolution. 

The  navigation  of  the  Mississippi  and  the  boundaries 
of  the  Floridas  were  still  fruitful  causes  of  dispute.  Flor- 
ida Blanca  accepted  the  western  boundary  as  agreed  upon 
by  the  British  and  American  negotiators,  and  began  at 
once  negotiations  concerning  the  Mississippi.^^  Montmorin 
and  Aranda  recommended  that  New  Orleans  be  made  a 
free  port;  but  this  advice  was  too  liberal  for  the  Spanish 
minister.^^    Vergennes  expressed  similar  views,^^  altho  he 

■'-"Je  suis  informe  d'une  maniere  assez  possitive  que  ce  dernier  [J. 
Adams]  a  mande  en  amerique  que  nous  avions  cherche  a  les  centre  carrer 
en  angre  relative  aux  limites  et  .  .  .  Des  imputations  de  cette  nature  sont 
si  absurdes  qu'elles  se  detruisent  parelles-memes  cependant  comme  j'ai 
lieu  a  croire  qu'elles  ont  quelques  adherents  en  amerique  et  comme  M. 
Adams  doit  y  retourner  incessament,  je  pense  se  devoir  a  tout  evenement 
vous  metter  en  etat  de  les  refuter."  Vergennes  to  Luzerne,  September  7, 
1783.     {E.  U.,  XXV,  no.  52,  new  144.) 

•*3Montmorin  to  Vergennes,  February  18,  1783.  (Esp.,  610,  no.  67.) 
Vergennes  wrote  that  the  great  trouble  between  the  United  States  and 
Spain  was  the  navigation  of  the  Mississippi.     (Ibid.,  no.  80.) 

■•^Montmorin  to  Vergennes,  March  i,  1783.     (Ibid.,  no.  no.) 

45Ygj-gennes  declared  that  Spain  would  not  adopt  his  sentiments  on 
account  of  contraband.  (Ibid.,  no.  149.)  ...  la  conduite  de  I'Espagne  a 
regard  des  Etats-unis  etablit  une  sisteme  d'eloignement  entre  les  deux 
nations.  Vergennes  to  Luzerne,  December  20,  1782,  (Ibid.,  XXII,  no.  46, 
new  188.) 
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realized  that  they  were  futile.  At  the  same  time  he  urged 
moderation  upon  the  Americans  in  their  dealings  with 
Spain,^®  and  preserved  to  the  last  his  role  of  harmonizer. 

In  America  news  of  the  peace  was  received  with  joy, 
altho  there  were  many  who  complained  that  the  boundaries 
of  the  country  were  too  much  restricted.^'  Spain  raised 
no  complaint,  and  Vergennes  was  happy  that,  in  keeping 
the  faith  as  an  honest  man,  he  had  at  last  wrought  the 
humiliation  of  England  and  glorified  the  prestige  of  his 
beloved  France. 

"Vergennes  to  Luzerne,  December  20,  1782.     (£.  U.,  XXII,  no.  118.) 
*^.  .  .   .  au  milieu  de  cette  agitation  un  petit  nombre  de  delegues  se 
(  )   montrent  deja  inquiets  a  I'egard  des  limites  .  .  ."     Luzerne  to 

Vergennes,  February  8,  1783.     (£.  U.,  XXIII,  no.  51,  new  154.) 
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contains  and  it  is  not  difficult  to  gain  access  to  any  desired  documents. 
Only  the  Doniol  Transcripts  and  the  Margry  Collection  were  used. 

1.  Doniol,  Henri.  Histoire  de  la  participation  de  la  France  a  I'etab- 
Hssement  des  fitats-Unis  d'Amerique.  Copies  et  epreuves  de  I'imprime. 
Paris.  Impri.  Nationale,  5  t.  in  4",  1888-1892.  Don  de  I'auteur,  H.  M. 
Doniol,  directeur  de  ITmprimerie  nationale.  34  vols,  in  mss.  and  proofs. 
Nouvelles  Acquisitions  franqaises,  6464-6407.  The  volumes  of  these  tran- 
scripts are  classified  as  follows : 

I-VI.     Affaires  Etrangeres,  Angleterre,   1774-1783. 
VII.     Biblioteques  et  Archives  anglaises,  1775-1782. 
VIII-XVII.     Affaires  Etrangeres,  £tats-Unis,  1775-1782. 
XVIII.     Affaires  Etrangeres,  fitats-Unis.  Supple,  1765-1789. 
XIX-XXIX.     Affaires  Etrangeres,  Espagne,  1774-1782. 

XXX.  Affaires  Etrangeres,  Prusse,  Vienne,  Russie.  Hollande,  et 
Suede,  1776-1782. 

XXXI.  Archives  et  Biblioteques  nationales.  documents  divers,  1774- 
1795- 

XXXII.  Archives  de  la  Marine,  1776-1782. 

XXXIII-XXXIV.  Archives  d*"  la  Guerre,  Correspondance  de  Roch- 
ambeau,  1 799-1 781. 

These  documents  were,  for  the  most  part,  well  copied,  and  they  were 
very  useful  when  the  original  was  illegible.  They  were  also  useful  as  a 
guide  to  the  documents  in  the  National  Archives,  the  Foreign  Office  and 
in  other  places. 

2.  Margry,  P.  Documents  inedits  sous  la  Louisiane,  etudes  sous  le 
titre  d'histoire  des  cessions  de  la  Louisiane.     Nouvelles  Acquisitions  fran- 
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Raises,   9309  et   seq. — Has   a    great   number   of    transcripts   of   documents 
collected  from  many  sources ;  many  of  these  are  very  interesting. 
C.     Ministere,  Archives  des  Affaires  Etrangeres.    Paris. 

1.  Angleterre.  Vols.  500  et  seq. — The  documents  in  this  series  do  not 
reveal  much  of  French  policy,  as  Vergennes  did  not  take  the  ambassa- 
dors to  England  fully  into  his  confidence.  The  series  has  nothing  regard- 
ing the  West. 

2.  Espagne.  Vols.  570-610  (1774-1783). — This  contains  the 
sources  for  all  the  diplomatic  negotiations  between  France  and  Spain 
during  the  Revolution,  the  correspondence  between  Vergennes  and  the 
French  ambassadors  to  Spain,  between  these  ambassadors  and  the  Spanish 
court,  and  minutes  of  cabinet  meetings,  the  decision  of  which  might  involve 
Spain,  copies  of  many  Spanish  documents  relating  to  the  American  Revolu- 
tion, and  other  documents  of  importance.  On  account  of  the  close  rela- 
tions of  the  two  countries  we  find  here  the  fullest  account  of  Spanish 
and  French  policy  regarding  the  territories  at  stake  in  the  Revolution. 

3.  France.  Vols.  410  et  seq.  (1774-1783). — These  volumes  con- 
tain some  documents  of  great  importance,  but  comparatively  few  by  men 
who  were  directing  affairs. 

4.  fitats-Unis.  Vols.  1-25  (1778-1784). — These  volumes  contain 
the  diplomatic  communications  between  Vergennes  and  the  French 
agents  in  America.  With  the  series  Espagne  they  give  the  whole  policy 
of  France  toward  the  American  Revolution.  They  also  give  much  infor- 
mation concerning  the  resources  of  the  country,  the  internal  conditions 
in  the  United  States,  and  politics  both  within  and  without  Congress.  The 
accounts  of  Gerard  and  Luzerne,  of  Washington,  Gouverneur  Morris,  J?y, 
Madison,  John  and  Samuel  Adams,  and  the  Lees,  represent  them  in  quite 
a  different  light  from  that  commonly  accepted,  and  give  new  information 
on  the  lapses  of  some  of  them. 

The  Archives  des  Affaires  Etrangeres  have  a  double  system  of  number- 
ing the  documents  contained  therein.  They  were  first  numbered  consecu- 
tively as  they  were  filed,  and  Doniol  referred  to  these  numbers  alone. 
Since  then  the  documents  have  been  in  part  renumbered  according  to  an- 
other system ;  in  the  text  references  are  made  to  both  systems,  the  old 
and  the  new. 

GRE;^T  BRITAIN. 

A.  British  Museum.    London.    Auckland  Papers,  34415-34419. 

B.  Public  Record  Office.    London. 

I.  Colonial  Office  Papers  5,  Nos.  7-264.  Letters  of  the  secretaries  of 
state,  orders  in  council,  minutes  of  council  meetings,  abstracts  of  letters, 
Indian  affairs,  petitions,  military  dispatches,  war  office  papers,  commissions 
to  colonies,  peace  commissions,  Pelham  correspondence,  and  a  great  quan- 
tity of  miscellaneous  matter. The  Colonial  Office  is  rich  in  materials 

concerning  the  activities  of  the  British  in  the  Mississippi  Valley,  their  plans 
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and   their  methods  of   carrying  them   out,   and   it  also   contains  personal 
papers  that  shed  light  on  the  subject. 
2.    Foreign  Office. 

a.  America  and  West  Indies,  Vol.  290.  Letters  on  Spanish  support 
to  the  rebels  on  the  Mississippi  (1776-1778). 

b.  France,  Nos.  2-10.  Advices  and  intelligences,  correspondence  of 
Thomas  Walpole,  Richard  Oswald,  Alleyne  Fitzherbert,  Thomas  Grenville^ 
Duke  of  Manchester,  William  Strachey,  Thomas  Townshend,  and  the  Earl 
of  Shelburne  (1782-1783). — This  series  describes  all  the  negotiations  be- 
tween England  and  the  allies  from  the  British  viewpoint,  and  reveals  quite 
fully  the  plans  and  purposes  of  the  British  ministers. 

c.  Miscellaneous. 

No.  8.    American  duplicates,  1782-1783. 

No.  468.     Foreign  minister's  letter  book,  1782-1783. 

No.  535.  American  negotiations  in  Paris,  1782-1783.  This  is  a  collection 
of  transcripts  of  the  most  important  papers  describing  the  negotiations  at 
Paris.  I  had  no  opportunity  to  see  this  number  as  it  was,  at  the  time  when 
I  was  in  London,  withdrawn  from  the  use  of  the  public. 

d.  Spain.  No.  85.  Miscellaneous  dispatches  of  small  importance  for 
this  subject.  All  the  documents  described  above  in  the  Public  Record 
Office,  except  that  otherwise  noted,  were  used  in  the  preparation  of  this 
study.  Many  more  were  consulted,  but,  as  they  proved  of  no  value  for 
my  purpose,  they  are  not  described.  No  attempt  is  made,  however,  to  give 
a  full  description  of  these  documents,  for  they  are  fully  and  carefullv 
described  in  Andrews'  Guide  to  the  Public  Record  Office. 

UNITED  STATES. 

A.     Department  of  State.    Washington. 

I.     Papers  of  the  Continental  Congress. 

No.  5.  Secret  Journals  of  Foreign  Affairs,  November  29,  1775-Sep- 
tember  16,  1778.  3  vols,  folio. — These  have  been  published  in  the 
Journals  of  the  Continental  Congress. 

No.  18.     Foreign  letters  of  R.  L.  Livingston. 

No.  79.  Letters  of  the  Committee  of  Foreign  Afifairs  and  of  R.  L. 
Livingston,  secretary  for  foreign  affairs.  3  vols,  and  appendix.  Vol  I, 
letter  book  of  the  committee  of  foreign  afifairs  and  of  R.  L.  Livingston, 
1776-1782.  Vols.  II  and  III,  letters  of  R.  L.  Livingston.  Appendix,  letter 
book  of  the  Committee  of  Foreign  Affairs,  1776-1781. — Many  of  these 
have  been  published  in  Wharton. 

No.  82.  Letters  of  Franklin  to  the  President  of  Congress  and  to  R.  L. 
Livingston,  secretary  for  foreign  affairs.  3  vols,  folio. — Many  or 
perhaps  all  of  these  are  published  in  Smyth's  edition  of  Franklin's  Works. 

No.  85.  Letters  of  the  Joint  Commissioners  for  the  negotiations  of 
peace,    i  vol.  folio. — Published  in  Wharton. 

No.   95.     Letters    of    de    la    Luzerne.    2   vols,    folio. — These    are    im- 
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portant  in  showing  the  methods  by  which  the  French  attempted  to  influ- 
ence Congress. 

No.  loi.     Transcripts  of  letters  of  Franklin  and  Adams,  1781-1783. 

No.  105.  Transcripts  of  letters  of  joint  commissioners  of  the  United 
States,  1777-1779. 

No.  106.  Transcripts  of  letters  of  joint  commissioners  for  the  nego- 
tiations of  peace. 

No.  no.  Letters  of  Jay,  1779-1784. — Published  in  Correspondence  and 
Public  Papers  of  John  Jay. 

No.  III.  Communications  made  by  Monjr  Gerard,  Minister  Plenipo- 
tentiary of  His  Most  Chiiistian  Majesty  to  the  United  States  of  America. 
Letter  book. 

No.  114.     Record  of  Correspondence  with  Foreign  Ministers,  1778-1779 

2.     Franklin  Papers. 

No.  I.     Records  of  the  United  States'  legation  at  Paris,  1777-1780. 

No.  2.     The  same,  1779. 

No.  3.    The  same,  1779-80. 

Nos.  8  and  8a.  The  same  and  records  of  the  Peace  Commission, 
1780-1783. 

No.  12.     Oswald's  Journal  (transcripts),  1782. 

No.  13.     Franklin's  Journal,  1782. 

These  papers  furnish  abundant  information  regarding  the  part  Frank 
lin  had  in  American  diplomacy. 

B.     Library  of  Congress,  Division  of  Manuscripts.    Washington. 

I.     Papers  of  the  Continental  Congress. 

No.  4.  Secret  Journals  of  Congress,  Foreign  and  Domestic,  from 
October  18,  1780,  to  March  29,  1881,  folio. 

No.  7.  Journal  of  Congress  called  the  "more  secret  journal,"  June  6. 
1781-August  8,  1782.     Pamphlet,  original  and  letter  book. 

Nos.  4  and  7  have  been  published  in  the  Journals  of  the  Continental 
Congress. 

No.  13.  Letter  books  of  the  Presidents  of  Congress  (Henry  Laurens) 
containing  official  letters  from  November  i,  1777,  to  December  8,  1778.  3 
vols.,  folio  and  index. 

No.  14.  Letters  of  the  Presidents  of  Congress  (John  Jay  and  Samuel 
Huntington),  December  11,  1778-May  19,  1780. 

No.  18.  Letter  books  (.A.  and  B)  of  Charles  Thomson,  secretary  of 
Congress,  containing  the  record  of  official  letters  from  November  20, 
1779.  to  May  I,  1789.  2  vols,  folio. 

No.  25.  Reports  of  committees  relating  to  the  Department  of  Foreign 
Affairs  from  1776  to  1788.    2  vols,  folio.    Each  volume  has  two  parts. 

These  four  numbers  show  the  efforts  of  Congress  to  work  out  a  policy 
towards  the  West.  With  these  and  the  letters  of  Gerard  and  Luzerne 
we  have  a  full  account  of  this  policy. 

No.  41.  Memorials  addressed  to  Congress  from  1775  to  1778.  15  vols, 
folio  and  index. 
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Xo.  48.  Memorials  of  the  inhabitants  of  Illinois,  Kaskaskia,  and 
Kentucky,  1780-1785.    i  vol.  folio. 

Xo.  50.  Letters  and  papers  of  Oliver  Pollock  from  1772  to  1782.  2 
vols,  folio.  With  them  is  a  bundle  of  letters  relating  mostly  to  the  pur- 
chase of  slaves. 

These  three  numbers  give  important  information  in  regard  to  the 
state  of  public  feeling  in  the  West,  and  from  the  letters  of  Pollock  much 
information  can  be  gathered  regarding  Spanish  aid  to  the  Americans. 

X'o.  166.  Letters  and  papers  relating  to  Canadian  affairs,  to  General 
SuUivan's  expedition  in  1779,  and  to  the  northern  Indians.  It  also  gives 
an  account  of  Lafayette's  proposed  expedition  of  1778.    Folio. 

2.  Stevens,  Benjamin  Franklin  (compiler).  Catalogue  Index  of 
manuscripts  in  the  archives  of  England,  France,  Holland,  and  Spain,  re- 
lating to  America,  1 763-1 783.  50  vols.  Chronological  index  to  same.  100 
vols.  Alphabetical  index  to  same.  30  vols.  (London,  1870-1902). — The 
180  volumes  are  in  manuscript  in  the  Library  of  Congress.  The  work 
is  still  very  useful,  but  since  its  preparation  the  documents  in  the  Public 
Record  Office  in  London  and  in  the  Foreign  Office  in  Paris  have  been  re- 
numbered so  that  the  references  in  Stevens's  work  are  now  incorrect.  To 
one  who  wishes  to  know  what  is  contained  in  the  archives  of  Europe 
relating  to  America,  Stevens  is  useful. 

3. Transcripts  of  documents  in  European  archives  relating  to 

America,  1763-1783.  About  200  cartons. — X'ot  complete  on  the  sub- 
ject of  the  West. 

4. Transcripts    of   documents   relating  to   the   French   alliance, 

1773-1784.  19  boxes. — Documents  transcribed  from  the  French  For- 
eign Office,  principally  correspondence  of  Vergennes  with  the  French 
ministers  in  America,  office  minutes,  taken  mostly  from  the  Archives  des 
Affaires  Etrangeres,  £tats-Unis,  III-XXVU. 

5. Peace  transcripts,  1782-1783.  18  vols. These  are  tran- 
scripts from  foreign  archives  relating  to  the  treaty  of  peace. 

6.  British  transcripts.  Transcripts  from  the  British  Museum,  Bodle- 
ian, Cotton,  Egerton,  Hargrave,  Harleian,  King's  Hyde,  Lansdowne,  and 

Sloane    libraries,    and    from   the    Public    Record    Office.      248   boxes. 

This  collection  has,  as  yet,  added  very  little  to  our  knowledge  of  the 
Revolutionary  period. 

PRINTED  SOURCES 

Adams,  John.  Works,  edited  by  Charles  Francis  Adams.  10  vols.. 
Boston,  1850-1856. 

Alvord,  Clarence  Walworth.  Cahokia  Records,  1778-1790:  "Collections 
of  the  Illinois  State  Historical  Society,"  Vol.  II :  Virginia  Series,  Vol.  I 
Springfield,  1907. 

.  Kaskaskia  Records.  1778-1790:  Collections  of  the  Illinois- 
State  Historical  Society,  Vol.  V:  Virginia  Series,  Vol.  II.  Springfield,  1909- 
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Chicago  Historical  Society.  Collections,  Vol.  IV.  Contains  Rocheblave 
Papers  and  John  Tcdd  Papers,  edited  by  E.  G.  Mason.    Chicago,  1890. 

Force,  Peter.  American  Archives  in  Six  Scries.  Series  one,  two,  and 
three  were  never  published.  Series  four  and  live  were  published  under 
authority  of  an  act  of  Congress.  Washington,  1837-1853. — Of  considerable 
value,  but  now  largely  superseded. 

Franklin,  Benjamin.  Writings,  edited  by  Albert  Henry  Smyth.  10 
vols.  New  York,  1905- 1907. — Franklin  understood  diplomacy  better 
than  any  other  American  of  his  time,  and  he  fully  appreciated  the  im- 
portance of  the  West.  As  a  result,  his  works  possess  great  value  for  a 
study  of  the  diplomacy  of  the  Revolution.  Smyth's  edition  is  good  but 
there  are  additional  documents  in  the  Papers  of  the  Continental  Congress 
•and  some  letters  of  considerable  value  in  the  French  foreign  office. 

Hay,  H.  Miner.  Calendar  of  the  Papers  of  Benjamin  Franklin  in  the 
Library  of  tJic  .-Imerican  Philosophical  Society.   5  vols.    Philadelphia,  1908. 

Jay,  John.  Correspondence  and  Public  Papers,  edited  by  Henry  P. 
Johnston.  4  vols.  New  York,  1891. — The  selections  are  good,  and 
the  work  as  a  whole  well  edited.  There  are  no  papers,  however,  that  show 
Jay's  early  attitude  on  the  ciuestion  of  the  West,  or  of  American  relations 
with  France  and  Spain. 

Lafayette,  General.  Memoires  et  corrcspondance  du  General  Lafay- 
•ettc.  6  vols  in  8.  Paris.  1838. — Valuable  for  Lafayette's  point  of 
view,  but  they  reveal  nothing  of  French  diplomacy  or  the  plans  of  the 
French  court. 

Lee  Richard  Henry.  Letters,  edited  by  James  Curtis  Ballagh.  New 
York,  191 1. — Of  use  in  tracing  the  politics  of  Congress. 

Madison,  James.  The  Papers  of  James  Madison,  Purchased  by  Order 
■of  Congress,  Being  His  Correspondence  and  Reports  of  Debates  during 
the  Congress  of  the  Confederation,  and  His  Reports  of  Debates  in  the 
Federal  Convention.  Published  under  the  superintendency  of  Henry  D. 
Gilpin.    3  vols.    Washington,  1840. 

Malloy,  William  I\L  (Editor).  Treatises.  Conz'entions.  Interna- 
tional Acts,  and  Protocols  betzvecn  the  United  States  and  Other  Pozi-ers, 
J//6-190Q.   2  vols.   Washington,  1910. 

.M^.cmoire  historiquc  ct  politique  sur  la  Louisiane  par  Vergennes.] 
Paris,  1802. — .V  forgery;  see  above  pp.  31-32. 

New  York.  Documents  Relating  to  the  Colonial  History  of  the  State 
vf  Xezo  York,  Procured  by  J.  R.  Brodhead.  Vols.  I-XI  edited  by  E.  B. 
O'Callaghan ;    vols    XII-XV    edited    by    B.    Fernow.      15    vols.      Albany, 

1853-1883. 

Sparks,  Jared.  The  Piplomatic  Correspondence  of  the  American 
Revolution.  6  vols.  Washington.  \^'^7. — -Now  superseded  by  Whar- 
ton's work. 

Stevens,  Benjamin  I'ranklin.  Facsimiles  of  Manuscripts  in  European 
Archives  Relating  to  .-bnerica.     1773-1783.     London,  1889-1898. — The  only 
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publication  that  contains  a  fairly  complete  set  of  documents  on  the  Euro- 
pean side  of  the  diplomacy  of  the  American  Revolution. 

Thomson,  Charles.  The  Thomson  Papers,  1765-1816:  Nezc  York 
Historical  Society  Collections,  1878.   4  vols.    New  York,  1879. 

United  States.  Journals  of  the  Continental  Congress,  Vols.  I-XV 
edited  by  Worthington  Chauncey  Ford,  vols.  XVI-XXI  edited  by  Gaillard 
Hunt,  from  the  original  records  in  the  papers  of  the  Continental  Congress. 
21  vols,  now  published.  Washington,  1904. — The  journals  are  here  excel- 
lently edited  and  the  foot-notes  are  valuable  for  their  explanations  of  the 
policy  of  Congress. 

.  Secret  Journals  of  the  Acts  and  Proceedings  of  Congress 

from  the  first  meeting  thereof  to  the  dissolution  of  the  Confederation  by 
the  adoption  of  the  Constitution  of  the  United  States.  4  vols.  Boston, 
1820. — Vols.  II  and  III  relate  to  foreign  affairs.  This  work  has  been 
superseded  in  part  by  the  Journals  of  the  Continental  Congress  (Ford  ed.). 

.     Treaties  and   Conventions   concluded   bctzceen    the    United 

States  of  America  and  other  powers  since  July  4,  1776,  edited  by  the 
Department  of  State,  Hamilton  Fish,  secretary.     Washington,  1871. 

Walpole,  Horace.  Journals  of  the  Reign  of  King  George  t'lc  Third 
from  the  Year  1771  to  17S3,  edited  by  £)r.  Doran.     2  vols.     London,  1859. 

,    Last   Journals    of   Horace    Walpole    during    the   Reign    of 

King  George  the  Third  from  1771  to  1783,  edited  by  Dr.  Doran.  2  vols. 
London  and   New  York,   1910. 

.  Letters  of  Horace  Jl'alpole,  Fourth  Earl  of  Orford,  edited 

by  Mrs.  Paget  Toynbee.     16  vols.     Oxford,  1903-1905. 

Washington,  George.  Writings,  edited  by  Worthington  Chauncy 
Ford.     14  vols.     New  York,   1889-1893. 

Wharton,  Francis.  The  Revolutionary  DiploirMtic  Correspondence  of 
the  United  States,  Washington,  1889. — A  useful  collection  of  the  most  im- 
portant documents  found  in  the  archives  at  Washington. 
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Alden,  George  Henry.  Nezv  Governments  West  of  the  Alleglianies 
before  1780.  Bulletin  of  the  University  of  Wisconsin,  Economics,  Polit- 
ical  Science,  and  History  Series,  II,  No.   i.     Madison,   1897. 

Alvord,  Clarence  Walworth.  "The  British  ^Ministry  and  the  Treaty 
of  Fort  Stanwix :"  Proceedings  of  Wisconsin  IListorical  Society.  Madison, 
1908. 

,  "Genesis  of  the  Proclamation  of  1763:"  Michigan  IListorical 

Collections,  XXXVI.     Lansing,  1908. 

These  two  studies  by  Professor  Alvord  contain  many  interesting 
suggestions  regarding  British  policy  toward  the  West  in  the  years  pre- 
ceding the  outbreak  of  the  American  Revolution. 

,   and    Bidgood,   Lee.      The  E.rplorafioi'.s   of  the   Trans-Alle- 

ghany   Region    by   the    Virginians,   1630-1674.     Cleveland,    1912. 
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Bancroft,  George.  History  of  the  United  States  of  America  from  the 
Discovery  of  the  Continent.  6  vols.  New  York,  1882.  Altho  this  work 
has  many  errors  of  detail,  it  shows  a  breadth  of  view  and  an  appreciation 
of  actual  conditions  that  make  it  one  of  the  most  valuable  accounts  of 
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ance of  West,  25 ;  distrust  by  France.  35 ;  suspects  Spain,  42 ;  right  to 
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Cape  Antoine,  173. 

Caribbean  Sea,  39. 

Carleton,  Sir  Guy,  alarmed  at  American  designs  on  Canada,  23. 
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commissioners. 
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Dunmore,  Lord,  in  Virginia,  25. 
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Family  compacts,  8,  46. 
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United  States,  52,  93,  104,  144,  148,  197 ;  wishes  Revolution  to  con- 
tinue, 52;  justifies  Spanish  armaments,  54;  desires  concessions  from 
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195;  and  French  aid,  137;  distrusted  by  Vergennes,  138;  negotiations 
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tions with  England,  146;  propositions  for  peace,  147;  ends  negotia- 
tions with  Jay,  196;  mentioned,  69,  70,  96,  98,  142,  150. 

Floridas,  The,  9,  11.  13,  61,  65,  66,  67,  74.  76.  81-83,  96-98.  loi,  102,  106, 
no,  112,  113,  117-121,  124-128,  131,  134,  138-140,  150,  160,  170.  200; 
claimed  by  Spain,  26,  61,  80,  106,  148;  offered  to  Spain,  65,  94, 
95;  attacked,  133,  136;  importance  of,  152;  boundaries  of.  161;  desired 
by  Great  Britain,  210;  in  treaty  of  peace,  223,  224. 

Fort  de  Chartres,  13. 

Fort  Stanwix.  treaty  of,  11. 

France,  expulsion  of  from  New  World,  9;  weakness  of,  7,  28,  91,  148,  200; 
desires  to  humiliate  England,  30;  policy  of,  43,  99,  100,  149,  150; 
plans  to  aid  Americans,  43 ;  cooperates  with  Spain,  91  ;  alliance  with 
Spain,  107;  alliance  with  United  States,  78,  108;  urges  attack  upon 
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cans, 183;  attitude  of  towards  United  States,  205;  on  boundaries,  211; 
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106-108,  116,  136-139,   149,  181. 

Franklin,  Benjamin,  views  regarding  West,  10,  25,  62,  139;  arrives  at  Paris, 
46;  influence  at  French  court,  46;  seeks  alliance  with  Spain,  55;  char- 
acter, 62;  demands  right  to  navigate  Mississippi,  66,  145;  his  interview 
with  Hutton,  76;  insists  upon  independence,  76;  asks  indemnification. 
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76;  insists  upon  immediate  treaty  with  France,  jS;  refuses  to  reveal 
his  plans,  133;  supports  Jay,  140;  summons  Jay  to  Paris,  211;  begins 
negotiations  with  Oswald,  210;  proposes  settlement  of  boundaries,. 
217;  negotiations  with  Oswald,  217-219;  illness  of,  219;  part  in  later 
negotiations,  224;  conciliates  Vergennes,  225. 

Frederick  the  Great,  7. 

French  agents  in  America,  15,  16. 

French  diplomacy,  9. 

French  habitants,  in  Illinois,  12. 

French,  in  West,  13. 

French  interest  in  America,  14,  18,  52. 

French  party  in  Congress,   187,  188. 

Gage,  Gen.  Thomas,  plan  to  arouse  West  and  to  cut  rebellion  in  two,  25. 

Galvez,  minister  for  the  Indies,  48;  character  of,  49;  friendship  for 
America,  49. 

Galvez,  Bernardo  de,  governor  of  Louisiana,  53 ;  seizes  British  vessels  in 
Mississippi,  54,  60;  aids  Americans.  68,  103,  113;  attacks  the  Floridas, 
133;  success  on  Mississippi,  137;  campaign,  142;  captures  Mobile,  144; 
conquests  of,  161 ;  policy  of,  192. 

Gardoqui,  secretary  of  Florida  Blanca,  negotiations  with  Jay,  144.  145; 
position  of,  188. 

Gates,  Gen.  Horatio,  defeated  in  the  South,  183. 

George  III,  14. 

Georgia,  13,  132,  176,  200;  held  by  Cornwallis,  189. 

Gerard  de  Rayneval,  Conrad,  referred  to  in  text  as  Gerard,  minister  to- 
United  States,  82;  instructions  of,  82;  promises  of,  84;  attitude  on 
invasion  of  Canada,  85;  diplomacy  of,  118;  opposes  Congress,  124; 
relations  with  Congress,  125 ;  ends  mission  to  United  States,  129 ; 
character  of  his  work,  129;  mentioned,  86,  108,  109,  iii,  112,  114-116,. 
121-123,  127,  130,  138-140,  152. 

Gerard  de  Rayneval,  M.     See  Rayneval. 

Gibraltar,  British  defense  of,  38,  40;  desired  by  Spain,  75,  79,  104;  diffi- 
culties of  conquering,  96;  France  agrees  to  help  conquer,  102,  106; 
demanded  by  Spain,  209;  question  of,  225;  mentioned,  97,  loi,  107. 

Grantham,  British  ambassador  to  Spain,  41,  42,  54. 

Grasse,  Comte  de,  sent  to  America,  149,  201. 

Great  Britain,  influence  of  in  America,  21,  colonial  empire  of,  7,  30; 
hostility  of  France  to,  32,  S3,  35,  41  ;  and  Portugal,  36;  and  Spain,  38, 
42,  96,  98,  146;  increases  her  armaments,  38;  suspects  Spanish  policy, 
41,  52,  54;  and  Spanish  aid  to  Americans,  68;  distrusted  by  Florida 
Blanca,  49;  and  France,  54,  71.  210;  declares  war  against  France,  79; 
and  Vergennes,  88,  95 ;  rejects  Spain's  offer  of  mediation,  loi ;  and  the 
West,  108,  214;  attitude  of  Spain  towards,  132,  147,  148,  157,  197; 
rights  of  discussed,  143,  159,  186,  211;  policy  of,  167.  221,  222;  and 
navigation  of  the  Mississippi,  226. 

Great  Lakes,  26. 
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Grenada,  70. 

Grimaldi,  Marquis  de,  friendship  of  for  France,  36,  Zl ',  and  Great  Britain, 
38,  42;  character  of,  40;  prepares  for  war,  41;  and  France,  41,  45; 
desires  peace,  43;  succeeded  by  Florida  Blanca,  46;  mentioned,  71. 

Hah  fax,  86,  88,  96. 

Havana,  Spain  despatches  troops  to,  51. 

Henry,  Patrick,  governor  of  Virginia.  67. 

Holker,  M.,  agent  of  Vergennes  in  U.  S.,  39. 

Honduras,  Gulf  of,   loi,   102,   106,   107. 

Hutton,  chief  of"  Moravians,  interview  with  Franklin,  76. 

Huntington,  Samuel,  president  of  Congress,  164;  urges  moderation,  182. 

Illinois,  mentioned  by  D'Estaing,  16;  loss  of  population,  18;  trade  of.  19; 
Clark  in,  114;  American  interest  in,  15;  Spaniards  in,  192. 

Independence  of  U.  S.  recognized  by  France,  77 ;  Oswald's  instruc- 
tions, 219. 

Indians,  and  the  West,  11,  12,  109. 

Ireland,  70. 

Jamaica,  desired  by  Spain,  40,  plans  to  conquer,  70,  81,  102. 

Jay,  John,  attitude  of  regarding  West,  25,  114;  and  French  interests,  120, 
125;  elected  to  negotiate  treaty  with  Spain,  128;  alienated  from 
French,  129,  181;  arrives  in  Europe,  138;  negotiations  with  Spain, 
138,  140,  141,  144,  145,  195,  196;  dispatches  of.  173,  189;  instructions 
to,  176,  179,  iSi,  185.  186.  195;  failure  of  his  mission,  198;  arrival  of 
at  Paris,  211 ;  negotiations  of  with  Aranda,  211  ;  and  Oswald,  218.  219, 
223,  224;  character  of,  219;  and  Europe,  219:  distrusts  French  designs, 
219-221 ;  and  Rayneval's  mission,  220 ;  and  the  Floridas,  223,  224. 

Jenifer,  Daniel  of  St.  Thomas,  and  French  policy,  124;  attitude  of.  165, 
166,  176.  180,  181;  on  instructions  to  Jay,  179;  memorial  of,  182,  183. 

Jesuits,  driven  from  Spain,  46. 

Jones,  Joseph,  of  Virginia,  opposes  claims  of  Spain,  174,  175. 

Junto,  in  Congress,  found,  120;  opposes  Gerard,  126;  broken  up,  165. 

Kalb,  Baron  de,  mission  to  America,  15,  18;  reports  of,  29. 

Kaskaskia,  18,  193. 

Kentucky,  County  of,  25;  Americans  in,  113;  declares  independence.  164; 
mentioned,  154. 

La  Balme,  192,   193,  194. 

Labrador,  61. 

Lafayette,  Marquis  de,   plan   of   for  invasion  of  Canada,  85,  87. 

Lake  Nipissing,  boundary  of  Quebec,  11. 

Lee,  Arthur,  seeks  aid  of  Spain,  52,  53;  mentioned,  74. 

Lee,  R.  H.,  opposition  of  to  French  plans,  122,  126. 

Lees,  family  of,  120,  181. 

Lexington,  report  of  battle  of,  30. 

Livingston,  Robert  R.,  views  on  boundaries,  208. 

Louis  XV,  14,  18. 
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Louis  XVI,  importance  of  accession  to  the  throne,  27 ;  writes  to  Charles 
III,  142. 

Louisiana,  13-15,  17,  18,  20;  preparations  to  defend,  51;  threatened  with 
attack,  53;  rebellion  in,  92;  British  in,  loi ;  Americans  retreat  into, 
103;  importance  of  to  Spain,  131;  Galvez  governor  of,  142. 

Loyalists,  British,  51. 

Luzerne,  Chevalier  de  la,  minister  to  U.  S.,  129,  151 ;  negotiations 
of,  regarding  West,  153,  154,  157,  164,  166;  opposes  conquest  of  Can- 
ada, 155;  friendship  of  for  Spain,  157,  167,  168,  170,  172,  175,  176; 
opposes  claims  of  U.  S.,  159,  168,  173;  attacks  anti-Gallicans  in  Con- 
gress, 177;  mentioned,  130,  133,  149,  187,  190,  195;  approves  conquest 
of  Northwest,  194;  promises  of,  205;  views  on  boundaries  of  U.  S., 
205-207. 

Madison,  James,  writes  instructions  to  Jay,  180,  185-187;  views  of  on 
West,  180,  i8s,  186. 

Manchac,  103. 

Marbois,  M.,  opposes  radicals  in  Congress,  177,  184;  attitude  of  on  West, 
178,  185,  187;  on  opinions  of  Madison,  180;  relations  with  Congress, 
182,  189;  letter  of,  219. 

Marie  Antoinette,  and  Vergennes,  28. 

Maryland,  position  of  on  the  West,  165,  i8r. 

Maurepas,  Comte  de,  prime  minister,  27 ;  asks  for  peace,  200. 

"McUiwire  Historiqiic  et  Politique  sur  la  Louisianc,"  30. 

Mexican  fleet,  arrives  in  Spain,  94. 

Mexico,  Gulf  of,  39,  68,  80.  96,  106. 

Michigan,  Lake,  174. 

Minorca,  desired  by  Spain,  40,  106. 

Miralles,  Don  Juan  de,  negotiations  with  Congress,  67;  seeks  exclusive 
navigation  of  Mississippi  for  Spain,  67;  relations  with  Gerard,  83,  88; 
opposes  American  policy,  108-111;  Spanish  instructions  to,  140;  nego- 
tiations of  regarding  West,  153;  alarmed  at  policy  of  U.  S.,  163; 
mentioned,  115,  136,  139,  162,  170,  177,  181. 

Mississippi  River,  navigation  of,  60,  61,  66-68,  yy,  84,  108-111,  113,  115,  116, 
118-128,  131,  134,  135,  137-139,  141,  143-145,  148,  150-152,  157-161,  163,  170, 
"^^73,  17s,  176,  181,  184-186,  190,  191,  195,  196,  199,  220,  225,  226;  plans 
to  fortify,  44;  views  of  Rayneval,  211  ;  boundary  of  U.  S.,  95;  British 
on.  102;  Spain  desires,  103;  American  interest  in,  115;  control  of, 
208,  209;  mentioned,  7,   121,  202,  210. 

Mississippi  Valley,  desired  by  Spain,  80;  question  of,  213;  mentioned, 
16,  19,  45,  121.  192,  195,   T98. 

Mobile,  18,  51,  66,  96,  137. 

Montgomery,  Gen.,  failure  in  Canada,  24. 

Montmorin,  Comte  de,  French  ambassador  to  Spain,  74,  94,  97,  105,  106, 
^?>?i'  146,  226;  asks  alliance  of  Spain.  74;  explains  French  policy,  81; 
and  Spanish  negotiations  with  Great  Britain,  142;  and  U.  S.,  147; 
advises  Jay,  195 ;  and  Florida  Blanca,  197. 
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Montreal,  22;  fall  of,  24. 

Morris,  Gouverneur,  and  Gerard,   109,   no,   112,   116;   attitude  regarding 

West,  no;  a  partisan  of  France,  120;  alienation  of  from  France,  181. 
Natchez,  18. 

New  England,  and  the  West,  184. 
New  Englanders,  22,  62,  106. 

Newfoundland,  62,  106.     See  Fisheries.  t 

New  France,  14,  33. 

New  Orleans,  13,  17,  18,  87,"  210;  a  depot  for  American  supplies,  68. 
New  York,  98,  160;  and  West,  185. 
North  America,  60. 
North  Carolina,  24. 
North  ministry,  downfall  of,  216. 
Northwest,  and  the  colonial  charters,   12;   British  traders  in,   19;  troops 

withdrawn   from,  20;   British  control  of,  24,  25;  Americans  in,   113; 

boundary,  121 ;  British  in,  191 ;  importance  of,  194. 
Nova  Scotia,  61,  62,  76,  83,  88,  121,  123-127. 
Ohio  County,  settlement  of,  11,  115. 
O'Reilly,   Spanish  governor  of  Louisiana,  15. 
Ossun,  Marquis  de,  French  ambassador  to  Spain,  urges  Spain  to  prepare 

for  war,  40;  and  Florida  Blanca,  54;  to  Vergennes,  61. 
Oswald,    Richard,    negotiations    with    Franklin,    216;    position    regarding 

Canada,  217;   instructions  of,  218;  writes  for  new  commission,  219; 

agrees  to  treaty  with  U.  S.,  220. 
Facte  de  Famille,  the,  36,  97. 
Paris,  treaty  of,  9,  14. 

Peace,  negotiations  for,  216,  217  et  seq. ;  treaty  of,  226. 
Pennsylvania,  25. 
Pensacola,  51,  66,  96,  137. 
Pollock,  Oliver,  at  New  Orleans.  68. 
Pontleroy,  French  agent  in  U.  S.,  15. 
Porto  Rico,  39,  51. 

Portugal,  Spain  desires  to  conquer,  43. 
Proclamation  of  1763,   11,  157,   159,   160. 
Quebec,  government  of,  11 ;  conquest  of,  86,  88. 
Quebec  Act,  11,  60,  116,  122;  influence  of  in  French  opinion,  60. 
Rayneval,   'M.   Gerard   de,  Reflexions  of,    31  ;    desires   to   recover   French 

colonies,    33 ;    treats    with    American    commissioners,    77 ;    mission    to 

London,  209,  210;  his  views  on  boundaries  of  U.  S.,  211,  212. 
Rhode  Island,  98,  100. 

Rodney,  Admiral,  victory  of  in  West  Indies,  209. 
Roman  Catholic  religion,  in  Quebec,  21. 
Russia,  and  territorial  expansion  in  America,  198. 
St.  Augustine,  85. 
St.  Domingo,  39,  41,  106. 
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St.  Lawrence  River,  ii,  84,  no. 

St,  Louis,   13,   18. 

Senegal,   106. 

Seven  Years  War,  7,  9,  12,  13,  91. 

Shelburne,  Earl  of,  president  of  board  of  trade,  10;  fears  Americans,  75; 
interview  of  with  Rayneval,  209,  210;  demands  of  for  peace,  210; 
policy  of,  2]6,  218;  sends  Oswald  to  Paris,  216;  concedes  terras  of 
U.  S.,  225 ;  offers  terms  to  Spain,  225. 

South,  party  of  the,  121  ;  attitude  of  the,  167;  disasters  in  thd,  183;  British 
successes  in,  190. 

South  Carolina,  123;   Rutledge  governor  of,   167-168. 

Southwest,  contentions  over,  152. 

Spain,  15;  claims  the  Floridas,  21,  26,  66;  her  policy  of  peace,  20,  82; 
dispute  with  Portugal,  36;  fears  Great  Britain,  ^7 ',  unprepared  for  war, 
39;  opposes  French  plans,  40;  fears  U.  S.,  40,  J4,  169;  diplomacy  of, 
43,  167,  168;  refuses  to  treat  with  Lee,  53;  willing  to  aid  Americans 
secretly,  53,  67  ;  claims  Mississippi  Valley,  57 ;  claims  exclusive  navi- 
gation of  Mississippi  River,  61,  167,  226;  ambitions  of,  65;  position  on 
boundaries  of  U.  S.,  66;  interests  in  Gulf  of  Mexico,  66;  hatred  of 
for  Great  Britain,  80;  and  West,  90,  116,  150,  186,  191,  192;  wishes  to 
recover  colonies,  92;  policy  of,  99-101,  105-107,  117,  131,  132,  141,  149, 
174,  179,  180,  198,  200,  203,  208,  209;  opposes  independence  of  U.  S., 
105,  130;  declares  war  against  Great  Britain,  107;  contention  of  with 
France;  107;  alliance  of  sought  by  U.  S..  119;  and  U.  S.,  128;  nego- 
tiations of  with  Great  Britain,  142,  I-16 ;  victories  of  on  Mississippi, 
183,  190;  expedition  across  Illinois,  192;  failure  of  her  plans,  225; 
accepts  terms  of  peace,  225;  demands  Bahama  Islands,  209;  mentioned, 
IS,  108,  112,  114,  122;  see  Mississippi,  Floridas,  Florida  B'lanca. 

Spanish,  18,  19;  mediation  of,  96-98. 

Stormount,  Lord,  British  ambassador  to  France,  suspects  Vergennes  of 
aiding  Americans,  71 ;  expects  war,  73. 

Strachey,  British  minister  for  negotiations  of  peace,  character  of,  222. 

Tennessee,    11,   12,  113,   154. 

Territories,  an  issue  in  the  Revolution,  26. 

Townshend,  Thomas,  policy  of,  217;  disavows  treaty  with  U.  S.,  220; 
opposes  American  position  on  the  Floridas,   224. 

Treaty  of   1763,  7. 

United  States,  desires  West,  9;  claims  the  Mississippi,  57;  treaty  of  alli- 
ance with  France,  79,  108;  opinions  concerning,  82,  83;  boundaries  of, 
83,  100,  109,  1 16-127,  132,  133,  135,  139,  143,  150,  157,  178,  186,  208, 
210,  217-220;  and  Vergennes,  88;  independence  of,  96,  98,  99,  142, 
150,  202;  policy  of  regarding  the  West,  108,  112,  117,  157,  158;  claims 
to  West,  113,  152,  154.  159,  190,  203;  and  Spain.  114,  162;  and  the 
Floridas,  157;  and  navigation  of  the  Mississippi,  157;  and  the  several 
states,  181;  disasters  of.  183;  parties  in,  206;  and  treaty  of  peace,  210; 
position  of,  214;  boundaries  of  proposed  by  Strachey,  222;  views  on 
peace,  227. 
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UH  possidetis,  132-134,  156,  196,  200,  205;  urged  by  Spain,  146,  opposed 
by  France,  147. 

Utrecht,  treaty  of,  106,  107. 

Vaughan,  Benjamin,   sent  to  London  by  Jay,  220. 

Vera  Cruz,  51. 

Vergennes,  Charles  Granier,  Comte  de.  minister  of  foreign  affairs,  8, 
27;  character  of,  27;  policy  towards  Great  Britain,  28;  favors  rebellion 
in  America,  28,  33 ;  sends  Bonvouloir  to  America,  29 ;  opposed  to  co- 
lonial expansion  of  France,  29,  ^3,  5^,  74',  policy  towards  America, 
22,  58,  65,  81,  148,  169,  172;  program  of.  33-36 ;  suspects  Great  Britain,  33, 
38,  39,  44,  55,  60,  96;  decHnes  use  of  Xew  Orleans,  45;  defends 
French  armaments,  54:  suggests  conquests  for  Spain,  56;  and  British 
colonies,  56,  74 ;  urges  Spain  to  form  alliance  with  U.  S.,  57,  140,  141.  143  ; 
his  knowledge  of  America,  58;  opinions  of  on  West,  60,  65,  90,  104, 
III,  139,  151,  163,  170,  185;  and  navigation  of  Mississippi,  60,  226; 
and  U.  S.,  65,  134,  136,  144;  desires  war,  69,  70,  72;  decides  on  war, 
7S,  urges  war,  75;  aids  Americans,  72;  seeks  cooperation  of  Spain, 
73,  74  82,  91-93;  fears  reconciliation  of  British  and  Americans,  77; 
and  Canada,  87,  88;  policy  of,  97-99,  105,  116,  117.  129,  130.  139.  140, 
150,  170-172,  190,  199,  201,  202;  and  Spanish  demands,  103,  104.  170-172; 
offers  treaty  to  Spain,  104;  and  Spain.  105,  132,  137.  169.  209:  and 
convention  with  Spain.  107;  alarmed  at  American  conquests,  114; 
instructions  of  to  Luzerne,  135,  136,  157;  distrusts  Spain,  137,  138; 
and  independence  of  U.  S.,  143.  146;  on  terms  of  peace,  147,  213;  and 
policy  of  U.  S.,  155,  156,  188;  difficulties  of.  200,  204;  and  boundaries, 
201,  202,  205,  210,  212,  213;  friendship  of  for  U.  S..  210,  214,  215;  and 
treaty  of  peace,  216,  217 ;  advice  of,  219. 

Versailles,  Court  of,   16,  36,  52. 

Virginia,  13,  24,  120,  122,  191 ;  tobacco  of.  59;  interest  of  in  West,  139.  164; 
claims  West,  152,  154;  demands  of,  207.  214. 

Washington,  George,  attitude  towards  West.  24,  25 ;  plans  to  attack  Can- 
ada, 22,  84-86;  and  attack  on  Canada,  87,  89.  153:  receives  money  from 
France,  149;  plans  of,  189,   190,  192. 

Watauga  Association,  25. 

West,  The,  British  policy  towards,  10:  claims  of  different  nations  to,  24, 
26;  in  early  Revolution,  25;  opinions  regarding.  25.  60.  63,  65;  Frank- 
lin's opinion  of,  25,  63,  84,  177;  Vergennes's  opinion  of,  60.  65: 
Miralles's  opinion  of,  84;  Gerard's  opinion  of.  84;  disputes  over.  89; 
claims  regarding.  163.  168;  position  of,  184;  question  of.  199,  202,  210; 
mentioned,  66-68,  108-111.  113-117,  120-124,  131.  139,  150.  153.  I54- 
157-159,  164-168,  173,  174,  178,  196.  226.  See  United  States,  Spain, 
Mississippi. 

VVest  Indies.  47,  51,  69.  70. 

Willing,  Capt.,  at  Xew  Orleans,  113. 
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PREFACE 

Early  Illinois  banking  passed  through  four  distinct 
cycles.  The  first  originated  and  reached  its  climax  be- 
tween the  yeai-s  1814  and  ISIO.  The  second  ])egan  in  1821 
and  reached  a  culmination  in  1824-25.  The  mania  for 
internal  improvements  in  the  thirties  caused  the  develop- 
ment of  a  third  movement  which  came  to  a  climax  in  1837. 
The  adoption  of  the  stock  bank  system  in  1851  began  the 
fourth  cycle  which  attained  its  highest  point  in  18C0. 

The  results  of  this  study  show  that  in  each  of  tliese 
movements  events  follow  a  regular  sequence :  ( 1 )  An 
urgent  demand  on  the  part  of  a  needy  community  for  a 
plentiful  medium  of  exchange;  (2)  The  passage  of  a  law 
providing  for  a  generous  issue  of  poorly  safeguarded 
paper;  (3)  A  brief  period  of  fictitious  prosperity  largely 
due  to  speculation;  (4)  A  crisis  which  at  first  results  in 
the  suspension  of  redemption  and  later  in  the  collapse 
of  the  bank  of  issue;  (5)  Hard  times;  (G)  The  develop- 
ment of  a  strong  anti-bank  sentiment;  (7)  The  beginning 
of  the  next  cycle  after  a  surprisingly  brief  interval. 

The  method  of  treatment  followed  has  been  to  outline 
the  laws  passed  by  the  legislature  and  to  show  two  things : 
(1)  The  causes  which  led  to  the  enactment  of  the  measures; 
and  (2)  The  effect  which  the  legislation  produced  upon  the 
community. 

The  material  has  been  gathered  from  legislative 
records,  newspapers,  banking  journals,  county  and  state 
histories,  and  the  letters  and  biographies  of  prominent 
men.  Special  mention  is  due  the  invaluable  treatise  of 
Governor  Thomas  Ford  who  was  present  at  practically 
ever}'  session  of  the  legislature  l»efore  184G.  The  genei-al 
works  of  Knox  and  Sumner  and  the  monograph  on  "State 
Banks  of  Issue  in  Illinois"  by  Garnett  have  proved  useful 
in  checking  up  conclusions  drawn  from  common  sources. 

The  thanks  of  tlie  writer  are  especially  due  to 
Professor  E.  L.  Bogart  and  Doctor  C.  M.  Thompson  who 
have  read  the  manuscript  of  this  study  and  made  many 
valuable  suggestions.  He  is  also  indebted  to  tlie  other 
members  of  the  department  of  econouiics  at  the  University 
of  Illinois  for  numerous  helpful  stiggestions. 
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CHAPTER  I 

The  Moxktauy  Situation  in  Illinois  Previous  to  the 
Establishment  of  Banks. 

Tlie  first  wliite  settlements  in  Illinois  were  colonies 
founded  by  French  traders  and  missionary  priests  along 
tlie  Mississippi  River.  For  local  purposes  these  colonies 
made  use  of  Indian  currency  and  pelts  of  wild  animals 
or  of  the  certificates  of  deposit  issued  by  the  royal  ware- 
houses in  payment  for  furs.^  The  few  commodities  received 
from  the  outside  world  were  paid  for  by  shipments  of  corn, 
pork  and  skins  ''down  tlie  river".  Little  had  been  done 
toward  devel()i)ini;'  the  I'csources  of  the  territory  when 
France  gave  way  to  England  in  17G3.'- 

The  coming  of  tlie  English  soldiers  in  1765  caused 
some  of  the  two  thousand  Fi-ench  settlers  to  cross  over 
to  the  westei'u  ]»:iiik  of  the  Mississippi,  but  on  the  whole 
(Mnxlilioiis  rcmaim'il  luirhanged  during  th(>  brief  period  of 
liritish  rule.'^ 

After  ITTS  when  (leorge  Rogers  Clark  took  possession 
of  Illinois,  Ihe  best  element  of  the  Frencli  pojiulation 
migrated  across  tlie  river  and  French  influence  upon  Illi- 
nois history  was  soon  effaced.  .Moreover,  American  set- 
tlers for  a  fiuie  came  \l'v\  slowly  and  it  was  not  until 
ISOO  tlint  the  po})ulation  of  Illinois  again  approximafed 
2500,  the  ])(>int  it  had  reached  fifty  years  before  under  the 
French.  During  the  next  decade  a  somewhat  larger  tide 
of  immigiafion  set  in  l)ut  it  was  not  until  the  close  of  the 
war  of  1812  that  there  was  a  serious  d(Miiand  for  banks. "* 
The  ])(M)]»h'  with   the  exception  of  a   lew  small   mcrcliauts 

I'l  iionii)soii.   'flic  Monetary  Situation   in   Xotn'cllc  I-'rance,  Journal  of 
the  Illinois  State  Historical  Society,  iv,  146. 
-Tlivvaitcs,  Jesuit  Relations,  Ixix,  143  f(. 
^Alvord,   Illinois:    The   Origins,  g   ft. 
*Ibid. 
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were  engaged  iu  agriculture  and  the  few  needs  of  the 
family  were  supplied  at  home.  The  Max  field  and  the 
flock  of  sheep  provided  the  raw  material  for  the  house- 
wife's spinning  wheel  and  loom,  while  the  house  and  its 
furniture  were  constructed  of  the  crude  materials  at 
hand.^  In  1802  it  was  estimated  that  not  one  pioneer  iu 
ten  possessed  a  single  dollar  in  specie/'  In  fact,  long  after 
the  state  was  admitted  to  the  Union,  the  receipt  of  a  letter 
involved  a  considerable  searcli  on  the  part  of  the  recipient 
for  the  twenty-five  cents  in  specie  whicli  was  the  usual 
postage  on  letters  from  the  East.'  As  far  as  the  few  local 
transactions  were  concerned,  the  pelts  of  the  beaver,  the 
raccoon,  the  wolf,  and  the  deer  were  universally  acceptable 
and  for  a  long  time  continued  to  serve  as  money  in  the 
more  backward  portions  of  the  state.^  "Wolf  scalps  were 
as  good  as  county  orders  and  with  bear,  deer  and  'coon 
skins  were  exchangeable  for  tax  receipts."^  When  the 
publisher  of  one  of  the  early  Illinois  newspapers  found  it 
impossible  to  meet  his  bill  for  paper  in  any  other  way,  he 
shipped  to  his  eastern  creditor  nine  and  a  half  dozen  deer 
skins  valued  at  six  dollars  apiece.^  *^  The  occasional  pieces 
of  money  which  found  their  way  into  the  West  were  eagerly 
seized  upon  by  the  merchants  and  used  in  making  remit- 
tances to  the  East.  In  like  manner  the  few  notes  of  the 
United  States  Bank  which  reached  the  West  were  even 
more  eagerly  sought  after  on  account  of  the  smaller  risk 
attached  to  sending  them.^^  In  1810,  according  to  the 
census  of  that  year,  there  were  only  12,284  persons  in 
Illinois,  and  what  little  immigration  there  was  was  checked 

-'Perkins  and  Peck,  Annals  of  the  West,  714;  Ford,  History  of  Illinois, 
41 ;  Smith,  St.  Clair  Papers,  ii,  438,  439.  Boggess,  The  Settlement  of 
Illinois,  1778-1830,  21-2 

^Michaux,  Travels,  226. 

^Heylin,  History  of  Fulton  County,  702. 

''Ford,  History  of  Illinois,  43 ;  Clarke,  pub.,  History  of  Pike  County, 
104;  Goodspeed,  pub..  History  of  Gallatin,  Saline,  Ha>nilton,  Franklin  and 
Williamson  Counties,  113. 

^Goodspeed,    pub.,    History    of    Gallatin,    etc..    Counties,   236. 

i"/6i£/.,  113. 

'^Michaux,  Travels,  127. 
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by  the  ontrajios  of  (lie  Iiidiniis  before  and  (liii'iui>-  the 
War  of  1812.'- 

Tlie  close  of  the  wai-  marks  a  distinct  transition  in 
the  economic  life  of  the  ])eople  of  Illinois.  In  the  first 
place  there  was  a  lar<ie  inllnx  of  settlei-s  who  brought  some 
money  with  them  and  tlius  created  a  demand  for  a  better 
medium  of  exchan.ue  than  animal  pelts.  Secondly,  better 
a<j;ricuitural  methods  were  introduced.  The  new  settlers 
instead  of  spending;'  a  laroe  part  of  their  time  in  huntinji; 
and  fishinii',  improved  their  hind  and  built  substantial 
l)uihliniis  ui)on  it.'  •  Steand)oats  now  plied  between  St. 
Louis  and  the  ports  on  the  Ohio  and  Mississippi  with  the 
result  that  Illinois  ])r()duce  could  be  mai'keted  at  a  profit 
and  i>ieces  of  money  became  less  of  a  cui-iosity  to  the 
Illinois  farmer. 

Lastly,  the  i)assaiie  of  a  liberal  land  law  had  stimulated 
the  puichase  of  Illinois  fai-ms  to  such  an  extent  that 
two  laud  olbces  were  established  in  the  territory  and  by 
1816  over  half  a  million  aci-es  were  sold.'"*  The  whole 
period  from  1814  to  18111,  in  fact,  is  chai-acterized  by  the 
rage  for  speculating  in  faiius  and  town  lots,  accompanied 
by  a  ])ersistent  clamor  for  a  ])leutiful  supply  of  currency. 
For  this  reason,  the  chief  function  of  a  western  bank 
seems  to  have  been  to  manufacture  paper  money  and  issue 
it  on  easy  terms  to  the  ambitious  but  impecunious  in- 
habitants. 

^-Greene,  Govcrtuiicnt  of  Illinois,  119. 

'•■'Reynolds,  My   Ozx'ii    Times,   176;    Boggess,    The   Settlement   of  Illi- 
nois. 1778-1830,  118  fF. 

'•'Ford,  History  of  Illi)iois,  43. 


CHAPTER  II 

The  Territorial  Banks. 

The  members  of  the  territorial  legislature  were  sub- 
jected to  constant  pressure  by  their  constituents  to  follow 
the  example  of  Ohio  and  Kentucky  in  each  of  which  states 
there  had  been  established  a  number  of  private  banks.^ 
They  at  length  yielded  to  this  demand  and  at  their  ses- 
sions of  1816-17  and  1817-18  granted  charters  to  the  fol- 
lowing institutions:  the  Bank  of  Illinois,  the  Bank  of 
Edwardsville,  the  Bank  of  Kaskaskia  and  the  City  and 
Bank  of  Cairo. 

The  Bank  of  Illinois  was  located  at  Shawneetown, 
a  thriving  settlement  on  the  Ohio  River  just  below  the 
mouth  of  the  Wabash.  The  United  States  saline  works 
which  produced  about  three  hundred  thousand  bushels  of 
salt  a  year  were  only  a  few  miles  away,  while  a  large 
part  of  the  tide  of  immigration  made  this  point  its  first 
stopping  place  in  Illinois.  At  the  time  the  bank  opened 
there  were  five  hundred  inhabitants,  a  number  of  stores  and 
taverns,  a  newspaper  office,  a  United  States  land  office 
and  a  private  bank,  established  in  1813.-  The  business 
of  the  last  named  enterprise,  however,  passed  into  the 
control  of  the  Bank  of  Illinois.^ 

The  charter  granted  to  "the  President  and  Directors 
of  the  Bank  of  Illinois"  contained  the  following  provisions  : 
The  capital  stock  of  three  hundred  thousand  dollars  was 
divided  into  shares  of  one  liundred  dollars  each ;  one 
third  of  them  to  be  reserved  for  the  territory  or  the  pros- 
pective state  of  Illinois,  if  the  legislature  cared  to  purchase 
tliem.  Business  was  to  begin  when  fifty  thousand  dollars 
had  been  subscribed  and  ten  thousand  paid  in.*    No  limit 

^Ford,  History  of  Illinois,  43. 

-Woods,   English   Prairie,   129,    130;    Report    of   the    Comptroller   of 
Currency,  1876,  p.  29;  Moses,  Illinois  Historical  and  Statistical,  i,  263. 
•■'Knox,  History  of  Banking  in  the   United  States,  712. 
*Laivs  of  Illinois,  1816-17,  p.  11  fF.,  Section  i. 
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•was  placed  upon  the  shares  one  person  could  own,  but 
during?  the  first  ten  days  of  subscription  no  one  could 
subscribe  for  more  than  ten  shares  per  day.  Owing  to 
the  scarcity  of  specie  the  payment  of  only  ten  dollars 
down  in  jjold  or  silver  was  required,  the  rest  to  be  paid 
In  notes  of  other  banks  at  the  discretion  of  the  directors 
so  long  as  not  more  than  twenty-five  per  cent  of  the  whole 
was  asked  for  at  any  time  and  that  after  sixty  days' 
notice.^ 

The  corporation  was  to  continue  for  twenty  years, 
and  during  its  life  could  acquire  property  to  the  extent 
of  five  hundred  thousand  dollars.''  Its  twelve  directors 
must  be  resident  citizens  of  Illinois  chosen  by  a  plurality 
vote  of  the  stockholders.  Holders  of  one  to  two  shares 
bad  one  vote;  two  to  ten  shares,  one  vote  for  every  two 
shares;  ten  to  thirty  shares,  one  vote  every  four  shares; 
and  so  on,  the  proportionate  influence  of  the  larger  stock- 
holders lessening  as  the  size  of  their  holdings  increased.''' 
Fifteen  or  more  shareholders  owning  not  less  than  fifty 
shares  could  liobl  a  meeting  and  appoint  three  of  their 
nund)er  to  examine  Ihe  books  and  papers  of  the  bank.^ 

The  corpoi-ation  could  hold  no  lands  except  such  as 
•were  necessary  for  the  accommodation  of  its  business  and 
those  mortgaged  as  security  for  loans  or  bouglit  at  judg- 
ment executions  in  the  bank's  favor.  Its  debts  were  not 
to  exceed  twice  the  capital  actually  paid  in,  money  on 
deposit  not  being  taken  into  consideration.  If  the  directors 
violated  this  provision  they  were  personally  liable  for 
the  excess;  but  if  a  director  could  prove  that  he  was  not 
l)resent  or  that  he  voted  against  the  violation  of  the  charter 
he  was  exonerated.'^ 

In  its  dealings  the  coi'j)oration  was  limited  to  bills 
of  exchange,  gold  and  silver,  goods  pledged  and  not  re- 
deemed and  goods  produced  on   the  bank's  lands.     The 

''Lazvs  of  Jlliiwis.  1816-17,  p.  11  ff.,  Section  2. 

^Ibid.,   Section   3. 

''Ibid.,   Section   7. 

^Ibid.,  Section  7.  Clause  i. 

^Ibid.,  Clause  7. 
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rate  of  discount  was  never  to  exceed  six  per  cent.  If  at 
any  time  the  bank  suspended  specie  payment  the  holder 
of  the  obligation  upon  which  the  payment  in  specie  was 
refused  could  collect  twelve  per  cent  interest  until  he  re- 
ceived his  monev.^'^ 

The  committee  appointed  to  receive  subscriptions  hav- 
ing secured  the  necessary  ten  thousand  dollars  in  specie, 
the  bank  opened  for  business  January  1,  1817.  Shortly 
afterwards".  Secretary  Crawford  of  the  United  States 
treasury  asked  the  United  States  Bank  to  designate  certain 
banks  as  additional  depositaries  of  government  funds,  but 
the  arrangement  was  so  unsatisfactory  that  it  was  termi- 
nated the  next  year.  Mr.  Crawford  himself  thereupon 
designated  certain  banks  as  "agents  of  the  treasury", 
among  them  the  Bank  of  Illinois. ^^  Under  the  agreement 
which  went  into  effect  February  1,  1819,  the  bank  received. 
and  deposited  to  the  credit  of  the  treasury  all  current  notes 
of  such  banks  as  maintained  cash  payments,  but  it  had 
the  power  to  refuse  to  receive  the  notes  of  any  bank  upon 
giving  the  receiver  reasonable  notice.  All  drafts  upon  it 
by  the  United  States  treasurer  were  to  be  paid  at  sight 
and  all  amounts  above  the  fixed  sum  of  fifty  thousand 
dollars  allotted  to  the  l)ank  as  a  permanent  deposit  must 
be  sent  to  a  branch  of  the  United  States  Bank.^-  If  the 
treasurer  desired  to  pay  a  sum  of  money  in  the  neighbor- 
hood of  Shawneetown  he  could  do  so  even  if  the  bank 
were  left  with  less  than  fifty  thousand  dollars.  The  Bank 
of  Illinois  was  required  to  make  monthly  reports  of  its 
own  condition  and  of  its  account  with  the  federal  govern- 
ment. Every  quarter  it  was  required  to  add  to  the  regular 
monthly  report  a  list  of  its  debtors  and  the  amount  of 
their  obligations.  The  privilege  of  retaining  within  the 
community  a  large  share  of  the  money  collected  by  the 

^'^Lati.-s  of  Illinois,  1816-17,  p.  11,  Section  7,  Clause  9. 

^^Niles'  National  Register,  xxvi,  290;  U.  S..  H.  of  R.,  18  Cong.,  i 
Sess.,  Doc.  no.  128,  p.  4. 

i-A  messenger  from  the  bank  carried  the  money  in  person  to  New 
Orleans  or  Louisville,  often  undergoing  great  danger  and  hardships. 
U.  S.,  18  Cong.,  I  Sess.,  Report  of  the  Secy,  of  Treas.,  444,  525,  545, 
551,   565. 
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local  land  office  meant  much  to  the  people  of  Shawneetown 
as  well  as  to  the  bank,  for  the  strict  supervision  by  the 
federal  government  prevented  any  serious  deviation  from 
the  course  of  legitimate  banking. 

Although  the  bank  vras  required  to  meet  its  obligations 
in  specie,  the  legislature  during  the  same  session  at  which 
the  charter  was  granted,  passed  a  law  providing  that  all 
executions  should  be  subject  to  a  stay  of  one  year  unless 
the  party  bringing  judgment  should  agree  in  writing  to 
accept  in  payment  of  the  execution  the  notes  of  the  Bank 
of  Illinois  and  several  other  western  banks. ^^  Since  the 
legislature  was  not  permitted  under  the  federal  constitu- 
tion to  make  the  notes  legal  tender^ ^  recourse  to  such 
devices  as  the  above  was  necessary  in  order  to  protect 
the  debtor  class  which  formed  a  large  part  of  the  popula- 
tion of  the  territory.  The  members  of  the  legislature 
justified  the  act  by  the  assertion  tliat  it  would  have  been 
utterly  impossible  for  payment  to  be  made  in  specie  with- 
out great  sacrifice  of  property.^ ^  This  act,  wiiile  it  worked 
injury  to  the  bank  as  a  creditor,  was  beneficial  in  so  far 
as  it  stimulated  the  circulation  of  its  notes. 

In  spite  of  the  fact  that  the  Bank  of  Illinois  enjoyed 
an  unusually  good  reputation  for  conservative  manage- 
ment,^*' its  progress  was  impeded  by  the  attacks  of  its 
enemies.  A  feeling  of  jealousy  existed  between  the  towns 
of  Kaskaskia  and  Shawneetown  and  between  the  Bank 
of  Missouri  at  St.  Louis  and  the  Bank  of  Illinois.  Accord- 
ing to  President  Marshall  of  the  latter  bank,  the  receiver 
of  public  moneys  at  Kaskaskia  pursued  the  policy  of 
shaking  the  public  confidence  in  the  Shawneetown  bank 
by  one  day  accepting  its  bills  in  payment  of  dues  to  the 

i''The  list  included  the  banks  of  Cincinnati  and  Chillicothe  in  Ohio, 
any  bank  in  Tennessee  or  Kentucky  and  the  banks  of  Vincennes  and 
Missouri.     Laws  of  Illinois,  1816-17,  p.  20,  Section  i. 

i*Article  i,  Section  10. 

^^Laws  of  Illinois,  1816-17,  p.  20. 

"^^The  Edwardsville  Spectator,  August  28,  1821 ;  Gouge,  The  Curse 
of  Paper  Money  and  Banking,  91,  n. ;  Niles  Register,  xviii,  78;  Moses, 
Illinois  Historical  and  Statistical,  i,  263 ;  Andreas,  History  of  Chicago, 
i,  526. 
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government  and  the  next  day  refusing  tliem.^'  The  Bank 
of  Missouri  went  a  step  farther  in  its  hostility  toward  its 
weaker  rivals.  It  would  refuse  to  accept  their  notes  for 
a  time  and  then,  in  order  to  present  a  large  amount  for 
redemption,  would  accept  them  freely.  On  one  occasion 
a  representative  of  the  Missouri  bank  appeared  at  the 
counter  of  tlie  Bank  of  Illinois  and  obtained  twelve  thous- 
and dollars  of  its  small  supply  of  specie  in  exchange  for 
Bank  of  Illinois  notes.^^  The  Bank  of  Missouri  seems  to 
have  been  an  especial  favorite  at  Washington  for  it  re- 
ceived an  unusual  share  of  the  government  deposits.  It 
was  tlius  able  to  exercise  a  powerful  control  over  its  weaker 
competitors.  "Between  powerful  neighbors  and  domestic 
enemies,- '^^  the  organization  and  successful  conduct  of  a 
pioneer  bank  must  have  required  a  considerable  degree 
of  ability  and  courage. 

In  spite  of  a  severe  financial  stringency  extending 
over  two  years,  the  Bank  of  Illinois  continued  to  carry 
on  its  business  and  succeeded  in  maintaining  specie  pay- 
ment until  long  after  the  banks  of  older  states  had  sus- 
pended.-*^ A  few  days  before  suspension  was  voted,  the 
directors  had  declared  a  dividend  of  eight  per  cent.  The 
editor  of  the  Edicardsville  Spectator  attributed  this  to 
the  government  funds  on  deposit,  but  the  Shawneetowji 
Gazette  replied  that  the  bank  enjoyed  a  good  healthy  busi- 
ness irrespective  of  federal  deposits  and  had  never  refused 
to  redeem  a  note  on  demand.-^ 

The  continued  struggle  in  the  face  of  conditions  which 
seemed  to  have  no  prospect  of  improvement  at  last  ( 1823 ) 
forced  the  bank  to  suspend  operations.  By  a  succession 
of  compromises  with  its  debtors  and  creditors  it  managed 
to  redeem  all  of  its  outstanding  notes  so  far  as  they  were 

^^Letter  of  Marshall  to  Edwards,  in  Edzvards'  Papers.  155. 

^^Ibid. 

^^Gouge,  The  Curse  of  Paper  Money  and  Banking,  91,  n. ;  Bankers' 
Magazine,  ix,  11;  U.  S.,  18  Cong.,  i  Sess.,  Report  of  Secy,  of  Treas., 
426,  570. 

^^Shawneetown  Gazette,  quoted  in  Edwardsville  Spectator,  August 
28,    1 821. 
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presented ;  but  otlier  liabilities,  among  them  a  balance  of 
$28,367.85  belonging  to  the  federal  government,  could  not 
be  met.--  When,  however,  after  a  lapse  of  fourteen  years 
the  bank  was  reopened  under  circumstances  which  will 
be  discussed  later,  a  settlement  was  made  with  the  IPnited 
States,  and  several  hundred  dollars  worth  of  the  original 
note  issue  was  redeemed.-^ 

The  next  bank  to  be  established  in  Illinois  was  the 
Bank  of  Edwardsville,  which  received  its  charter  in  1818. 
Edwardsville,  though  but  a  few  miles  from  St.  Louis,  was 
a  town  of  considerable  importance  and  a  rival  of  Kaskaskia 
and  Shawneetown  for  the  honor  of  being  the  leading  com- 
mercial center  of  the  territory.  The  provisions  of  the 
charter  of  the  Bank  of  Edwardsville  differed  from  those 
of  the  Bank  of  Illinois  in  the  following  minor  details: 
(1)  The  bank  could  begin  business  when  five  dollars  in 
specie  or  bills  of  specie  paying  banks  had  been  paid  down 
on  each  share ;-^  (2)  There  was  no  restriction  as  to  the 
number  of  shares  to  be  subscribed  for  by  one  person;-^ 
(3)  The  bank  was  not  confined  to  a  six  per  cent  discount 
as  the  Bank  of  Illinois  had  been,  but  could  charge  the 
"legal  rate  ;'■-'•  (1)  Instead  of  the  cumulative  plan  of  vot- 
ing, the  "one  share  one  vote"  plan  was  provided.-" 

The  stock  was  placed  on  sale  by  a  committee  of  promi- 
nent business  men  of  Edwardsville  and  when,  late  in  the 
year  1818,  the  requisite  ten  thousand  dollars  in  specie, 
or  its  equivalent,  had  been  received  the  bank  began  busi- 
ness.^**    In  the  year  or  more  that  had  elapsed  since  the 

--U.  S.,  H.  of  R.,  Letter  of  Secy,  of  Trcas.,  1838,  Doc.  no.  79,  780; 
Andreas,  History  of  Chicago,  i,  526;  Knox,  History  of  Banking  in  the 
United  States,  714. 

-3U.  S.,  H.  of  R..  Letter  of  Secy,  of  Trcas.,  1838,  Doc.  no.  79,  780; 
U.  S.  Reports  on  the  Finances,  1829-36,  p.  605. 

~*Lazvs  of  Illinois,  1817-18,  p.  65,  Section  2.  The  charter  of  the  Bank 
of  Illinois  reqnired  the  payment  of  ten  dollars  in  specie. 

-■'Ibid.  Under  the  Bank  of  Illinois  charter  no  one  person  could 
subscribe  for  more  than  ten  shares  per  day  during  the  first  ten  days. 

-'^Ibid.,  69,  Section  7,  Clause  7. 

-'Ibid.,  68,  Section  7,  Clause  i. 

-**Knox,  History  of  Banking  in  I'nitcd  States,  713;  U.  S.,  H.  of  R., 
18  Cong.,  I   Sess.,  Doc.  no.  133. 
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organizatiou  of  the  Bauk  of  Illiuois,  conditions  had  become 
less  favorable  for  further  l)ankinfi-  enterprises;  hence  the 
Bank  of  Edwardsville  had  an  even  moi-e  trying  situation 
to  face  than  did  the  former  institution.-'' 

A  few  months  after  the  bank  began  its  operations  the 
directors  called  for  the  payment  of  the  second  instalment 
on  the  shares  of  stock,  but  the  financial  situation  through- 
out the  country  was  such  that  more  than  five  thousand 
shares  had  to  be  declared  forfeited  for  non-payment/'** 
Among  the  letters  of  Xinian  Edwards,  one  of  the  directors 
of  the  bank,  is  one  from  Richard  M.  Johnson,  afterwards 
vice-president  of  the  United  States,  protesting  against 
such  action  in  the  case  of  General  Payne.  Johnson  inti- 
mates that  those  who  had  been  credited  with  making  a 
second  payment  probably  were  accorded  the  questionable 
privilege  of  borrowing  the  money  from  the  bank  and  using 
their  shares  as  collateral  security. "^^ 

Through  tlie  offices  of  Edwards,  who  was  then  a  sena- 
tor from  Illinois,  the  secretary  of  the  treasury  designated 
the  Bank  of  Edwardsville  as  well  as  the  Bank  of  Illinois 
a  depositary  of  government  funds.  The  conditions  noted 
in  the  case  of  the  latter  bank  applied  also  to  the  former 
save  that  the  permanent  deposit  of  the  Edwardsville  bank 
was  but  forty  thousand  dollars  instead  of  fifty  thousand. ^- 
Although  Edwards  did  not  approve  of  Crawford's  system 
of  letting  out  among  a  large  number  of  banks  funds  whicli 
should  have  been  cared  for  by  the  Bank  of  the  United 
>?tates,  he  preferred  that  the  western  Illinois  collections 
should  be  placed  in  his  bank  rather  than  that  they  should 
be  sent  to  the  Bank  of  Missouri.-^"     Shortly  after  securing 

29Letter    of    Marshall    to    Edwards,    in    Edzi'ards    Papers,    155. 

^'^Xiles'  Register,  xvii,  186. 

"'^Edn-ards  Papers,  162;  see  U.  S.,  H.  of  R.,  18  Cong.,  i  Sess.,  Doc. 
no.  133,  pp.  44,  log.  General  Payne  was  the  brother  in  law  of  Johnson. 
The  members  of  the  Johnson  family  are  said  to  have  held  a  controlling 
interest  in  the  Bank  of  Edwardsville  and  to  have  used  their  political  pres- 
tige to  influence  Secretary  Crawford's  dealings  with  the  bank. 

"-Xiles  Register,  xxvi,  291.  U.  S.,  H.  of  R.,  18  Cong.,  i  Sess.,  Doc. 
nos.  128,  133. 

^-'Niles'  Register,  xxvi,  141. 
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this  favor  for  the  two  Illinois  banks,  Senator  Edwards 
returned  to  Illinois  only  to  find  that  the  Edwardsville 
bank  was  having  a  hard  time  with  the  adverse  business 
conditions  which  then  prevailed.^ ^  It  seemed  to  have  even 
greater  difficult}^  than  the  Bank  of  Illinois  in  withstanding 
the  severity  of  the  commercial  depression  and  the  on- 
slaught of  their  common  enemies,  the  Bank  of  Missouri 
and  the  receiver  of  the  public  moneys  at  Kaskaskia.^^ 
The  directors  of  the  Shawneetown  bank,  mindful  of  the 
struggle  that  attended  the  launching  of  their  project,  were 
on  the  whole  friendly  in  their  attitude  toward  the  Bank 
of  Edwardsville,  although  in  the  spring  of  1819  they 
found  it  necessary  to  forbid  their  cashier  to  receive  its 
notes."^^  This  action  was  rescinded  soon,  however,  for  the 
officers  of  both  banks  realized  that  they  could  ill  afford 
to  exercise  any  but  the  most  liberal  policy  toward  each 
other's  paper.  In  fact,  John  Caldwell,  an  officer  of  the 
Bank  of  Illinois  suggested  to  Senator  Edwards  that  at 
certain  times  each  bank  should  inform  the  other  as  to  the 
amount  of  the  other's  notes  held  by  it  and  should  make  a 
practice  of  sending  these  notes  as  far  as  possible  from 
the  bank  which  issued  them.  He  urged  that  neither  bank 
present  the  notes  of  the  other  for  redemption  unless  "dire 
necessity  compels  the  unpleasant  measure."^^ 

As  business  conditions  were  daily  growing  less  favor- 
able to  the  bank's  success.  Senator  Edwards  decided  that 
he  could  no  longer  shoulder  the  responsibility  for  the 
safety  of  the  United  States  deposits  which  he  had  procured 
for  the  bank.  Consequently,  he  decided  to  sever  his  con- 
nection with  the  bank's  management,  and  asked  President 
Stephenson  to  notify  Secretary  Crawford  of  his  action. 
Since  Mr.  Stephenson  was  also  receiver  of  public  moneys 
at  Edwardsville,  Mr.  Edwards  urged  him  to  withhold  from 
the  bank  all  government  funds  in  his  possession  until  Mr. 
Crawford  had  had  an  opportunity  to  take  whatever  action 

^*Niles'  Register,  xxvi,  142. 

3^U.  S.,  18  Cong.,  I  Sess.,  Report  of  Secy,  of  Treas.,  495. 

^^Edtvards  Papers,  156. 

^^Letter  of  Caldwell  to  Edwards,  in  ibid.,  158. 
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was  deemed  advisable.  A  few  weeks  later,  Edwards  made 
an  announcement  of  his  resignation  through  the  news- 
paper columns,  but  assured  the  public  that  the  Bank  of 
Edwardsville  was  in  good  condition  and  under  careful 
management.  As  proof  of  the  bank's  soundness,  he  stated 
that  the  amount  of  specie  on  hand  was  more  than  twice 
the  amount  of  outstanding  circulation,  that  none  of  the 
directors  had  borrowed  heavily,  some  of  them  not  at  all, 
and  that  General  Payne,  the  largest  individual  stockholder 
had  never  asked  for  accommodation  and  had  always  urged 
that  the  bank's  affairs  be  conducted  with  the  greatest 
caution.^^ 

The  financial  situation,  however,  was  rapidly  becom- 
ing more  serious.  As  a  result  of  the  failure  of  the  Bank 
of  Missouri  in  September,  1821,  a  run  was  made  upon  the 
Edwardsville  bank  by  note  holders  from  St.  Louis  and  St. 
Charles.  The  directors  were  warned  the  night  before  of 
their  coming  and  opened  the  doors  of  the  bank  at  seven 
the  next  morning,  keeping  them  open  until  several  hours 
after  closing  time  in  the  evening.  This  policy  was  con- 
tinued for  several  days  in  the  hope  of  restoring  confidence 
but  the  bank  was  soon  compelled  to  suspend  specie  pay- 
ments."^^  President  Stephenson  immediately  apprized  Sec- 
retary Crawford  of  the  action  and  assured  him  that  the 
United  States  funds  were  amply  secured.^*^  Secretary 
Crawford  designated  Edward  Coles,  afterwards  governor 
of  Illinois,  to  adjust  the  claim  of  the  United  States,  but  no 
settlement  was  reached  aside  from  the  transfer  in  trust  of 
a  large  part  of  the  bank's  assets  as  security  for  the  govern- 
ment deposits."*^ 

Little  is  known  of  the  final  settlement  of  the  bank's 
affairs  save  that  the  assets  dwindled  away  and  the  United 
States  never  recovered  any  part  of  the  |46,800  on  deposit 

38U.  S.,  H.  of  R.,  i8  Cong.,  i  Sess.,  Doc.  no.  133,  pp.  85,  105,  no. 
128,  p.  8. 

39U.  S.,  H.  of  R..  18  Cong.,  i  Sess.,  Doc.  no.  128,  p.  9;  Edwardsville 
Spectator,  August  21,  1821,  September  11,  1821. 

•*oU.  S.,  H.  of  R.,  18  Cong.,  i  Sess.,  Report  of  Secy,  of  Treas.,  560. 

*^Ib{d.,  566. 
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at  the  time  the  bank  closed.^-  Senator  Edwards  stated 
that  the  assets  which  were  set  aside  as  security  for  the 
deposit  were  at  the  time  more  than  ample  to  reimburse 
the  government,  but  that  Secretary  Crawford,  out  of  defer- 
ence to  the  Johnsons  and  General  Payne  had  delayed  set- 
tlement until  the  securities  in  trust  had  become  worth- 
less.^^ 

In  1823  when  a  committee  of  the  House  of  Repre- 
sentatives at  Washington  was  investigating  the  question 
of  public  deposits,  Edwards  was  summoned  to  appear  be- 
fore it.  In  the  course  of  his  examination,  he  repeated  his 
charge  against  Crawford,  adding  that  he  himself  had 
warned  Crawford  long  before  the  bank  failed.  The  next 
year  he  accepted  the  post  of  minister  to  Mexico  and  was 
about  to  leave  for  that  country  when  Secretary  Crawford 
sent  to  the  House  a  stinging  reply  to  the  charge.  He 
denied  that  Edwards  had  given  him  any  intimation  as  to 
the  bank's  condition.  Edwards  immediately  resigned  his 
appointment  and  preferred  formal  charges  against  Craw- 
ford. A  committee  of  the  House  made  a  thorough  investi- 
gation of  the  whole  affair ;  its  conclusion  was  that  "nothing 
has  been  proved  to  impeach  the  integrity  of  the  Secretary 
or  to  bring  into  doubt  the  general  correctness  and  ability 
of  his  administration  of  the  finauces.-'^^  They  found  that 
the  evidence  sustained  Edwards  in  his  statement  that  he 
had  published  in  the  newspapers  his  intention  of  with- 
drawing from  the  bank,  but  there  was  no  evidence  that 
either  he  or  the  receiver  of  public  moneys  ever  informed 
Secretary  Crawford  about  the  bank's  condition.  In  fact, 
since  Mr.  Steplienson,  the  receiver,  was  also  the  president 
of  the  bank,  the  committee  thought  it  but  natural  that  he 
should  fail  to  warn  Mr.  Crawford  that  the  bank  w^as  not  in 
first  rate  condition.  The  committee  urged,  liowever,  that 
the  practice  of  appointing  the  presidents  of  depositary 
banks  to  be  receivers  of  public  moneys  be  discontinued. 

*'U.  S.  Reports  on  Fiiiciiiccs,  1829-36,  p.  605. 

*^Niles'  Register,  xxvi,  140  flf.,  274,  290;  Edwards,  Life  and  Times  of 
Edzcards,  135  ff. 

*^U.  S..  H.  of  R..  18  Cong.,  i  Sess.,  Doc.  nos.  128,  133;  Xiles'  Regis- 
ter, xxvi.,   174. 


377]  THE  TERRITORIAL   BANKS  19 

A  charter  almost  identical  with  the  one  granted  to  the 
Bank  of  Illinois  was  issued  to  the  president,  directors  and 
company  of  the  Bank  of  Kaskaskia  in  1818.^"^  Had  the 
bank  been  started  earlier  there  is  little  question  but  that  it 
would  have  succeeded.  As  it  was,  even  the  ability  and 
integrity  of  its  officers  and  its  location  in  the  principal 
settlement  and  capital  of  the  territory  were  not  able  to 
neutralize  the  effect  of  the  provision  requiring  that  sub- 
scriptions be  paid  in  gold  and  silver  coin.  This  require- 
ment had  been  met  a  little  over  a  year  before  by  the  stock- 
holders of  the  Bank  of  Illinois,  but  the  territory  was  now 
on  the  eve  of  hard  times  so  the  Bank  of  Kaskaskia  never 
transacted  business.  As  Justice  Shelton  puts  it  in  his  de- 
cision in  the  case  of  the  People  vs.  Lowenthal :  "It  issued 
no  paper  money  and  it  cannot  be  said  to  have  defrauded 
any  man."^*^ 

The  incorporators  of  the  City  and  Bank  of  Cairo 
undertook  to  launch  a  most  pretentious  entei'prise  on  the 
site  of  the  present  city  of  that  name.  With  the  idea  of 
founding  a  great  metropolis  they  had  become  the  owners 
of  eighteen  hundred  acres  of  land  at  the  junction  of  the 
Ohio  and  Mississippi  rivers.^ ^  They  were  required  l)y  the 
charter  to  lay  off  the  site  into  city  lots  which  were  to  be 
sold  at  one  hundred  and  fifty  dollars  each.  Fifty  dollars 
of  this  amount  was  to  be  devoted  to  building  dikes  and 
levees  and  constructing  public  buildings,  while  the  remain- 
ing one  hundred  dollars  was  to  be  used  as  capital  for  a 
bank.^^  For  this  sum  two  fifty-dollar  shares  were  to  be 
issued,  one  to  belong  to  the  purchaser  of  the  lot  and  the 
other  to  the  company.  When  five  hundred  lots  had  been 
sold,  a  stockholders'  meeting  was  to  be  held  and  thirteen 
resident  citizens  chosen  as  directors.^ ^  The  bank  was  to 
begin  the  issue  of  notes  as  soon  as  the  money  for  the  lots 

^-'Lati's  of  Illinois,  1817-1818,  p.  82. 

*<'93    Illinois,   191.     This   same  statement   appears   in    Brown,  History 
of  Illinois,  428,  429. 

*'^Laws  of  Illinois,  181 7- 18,  pp.  72,  JS- 

*^Ibid.,  75,  Section  7. 

*^Laws  of  Illinois,  1817-18,  p.  76-7,  Section  7. 


20  THE  DEVELOPMENT  OF  BANKING  IN  ILLINOIS  [378 

was  turned  over  to  its  officers.  Since  the  patronage  of  the 
bank  would  be  too  small  to  justify  its  location  in  the  new 
cit}'  for  some  time,  it  was  provided  that  a  banking  business 
could  be  transacted  at  Kaskaskia  until  the  legislature  saw 
fit  to  "compel  all  business  to  be  done  in  Cairo."^*^  The 
bank  charter  proper  was  modeled  after  those  granted  to 
the  banks  at  Shawneetown  and  Edwardsville. 

The  bank,  according  to  Governor  Ford,  never  accepted 
its  charter ;  hence  no  subscriptions  were  received  nor  any 
organization  perfected.^  ^  Nineteen  years  later  (1837) 
during  the  internal  improvement  excitement  the  old  char- 
ter was  adopted  by  a  new  company  of  the  same  name.^- 
Its  history  will  be  taken  up  in  connection  with  the  banking 
operations  of  that  period.  As  for  the  project  of  founding 
a  city,  the  whole  scheme  vanished  into  thin  air  and  Cairo 
was  settled  some  years  later  much  as  other  settlements 
are  established. 

But  one  statement  of  the  condition  of  the  Illinois 
banks  is  available,  namely,  a  composite  balance  sheet 
issued  by  the  secretary  of  the  treasury  in  1819,  when  both 
institutions  were  in  their  prime.  The  statement  shows 
that  only  |140,910  had  ever  been  paid  in  by  tlie  share  hold- 
ers. The  remaining  liabilities  consisted  of  an  outstand- 
ing circulation  of  |52,021,  government  deposits  to  the 
amount  of  |119,03G.92,  individual  deposits  amounting  to 
|32,5G8.60  and  undivided  profits  to  the  extent  of  12,991.49. . 
On  the  other  hand,  the  loans  and  discounts  amounted  to 
$206,094.32,  almost  as  much  as  the  capital  stock,  circula- 
tion and  private  deposits  combined.  This  indicates  to 
how  small  an  extent  deposit  banking  was  practiced.  The 
deposit  by  tlie  government  of  the  proceeds  from  the  sale 
of  public  land  provided  the  banks  with  an  unusually  large 
supply  of  specie  (|74,715.51),  large  amounts  of  which  had 
to  be  conveyed  on  short  notice  to  the  Louisville  and  New 
Orleans  branches  of  the  United  States  Bank.  The 
159,332.18  due  from  other  banks  was  probably  largely 

■'^Lazi's  of  Illinois,  1817-18,  76,  81,  Section  22. 

f'^Greene    and    Thompson,    Governor^    Letter-Book^^    ii,    60. 

'^■-Ibid. 
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made  up  of  the  notes  of  these  banks  deposited  by  the  re- 
ceivers of  public  moneys.  The  remaining  assets  consisted 
of  |6,614  invested  in  securities  and  |175  in  real  estate. 
The  presence  of  such  relatively  large  amounts  of  gov- 
ernment funds  produced  a  somewhat  abnormal  condition 
and  prevents  one  from  ascertaining  the  real  character 
of  Illinois  banking  at  this  period."^" 

A  review  of  the  conditions  which  prevailed  in  Illinois 
during  the  existence  of  the  two  banks  may  serve  the  two 
fold  purpose  of  accounting  more  fully  for  the  brevity  of 
their  existence  and  the  subsequent  unpopularity  of  all 
moneyed  institutions.  The  commerce  of  the  community 
was  still  practically  undeveloped  on  account  of  the  self- 
sufficient  character  of  the  life  and  the  lack  of  means  of 
communication  with  the  outside  world.  A  bank,  there- 
fore, was  looked  upon  as  a  mill  for  grinding  out  paper 
money  on  easy  terms  for  speculators.  The  public  lands 
were  sold  at  two  dollars  an  acre,  eighty  dollars  to  be  paid 
down  on  each  quarter  section  and  the  remainder  spread  over 
a  period  of  four  years.^^  According  to  Governor  Ford, 
everyone  who  could  borrow  eighty  dollars  worth  of  the 
banks'  paper  invested  it  in  land  with  the  hope  that  he 
could  sell  it  at  a  handsome  profit  to  a  "tenderfoot"  before 
the  obligation  to  the  bank  fell  due.^^  Consequently  when 
the  depression  of  1819-20  spread  over  the  West,  it  left 
disaster  in  its  wake.  The  failure  of  the  banks  in  Ohio, 
Kentucky  and  Missouri  left  the  people  of  Illinois  with  a 
quantity  of  worthless  paper  on  their  hands.  Nearly  every- 
one was  hopelessly  in  debt  and  his  lands  liable  to  seizure 
by  the  federal  government.^^  The  Illinois  banks  in  order 
to  protect  themselves  at  first  merely  resorted  to  suspen- 
sion of  specie  payment  but  finally  were  compelled  to  close 
their  doors.  In  view  of  such  a  situation,  therefore,  it  is 
surprising  that  they  made  so  creditable  a  showing  as 
they  did. 

^^^U.  S.,  H.  of  R.,  i6  Cong.,  i  Sess.,  Doc.  no.  86,  facing  p.  40. 
=*Laws  of  the  U.  S.,  6  Cong.,  i  Sess.,  Ch.  55,  Sec.  5. 
'•^Ford,    History    of   Illinois,   43;    Wildman,    Money    inflation    in    the 
United  States,  68. 

''^Ford,  History  of  Illinois,  44. 


CHAPTER  III 

Banking  a  State  MoNOPorA\ 

When  Illinois  was  admitted  to  the  U^ion  in  1818 
the  following  provision  was  incorporated  in  her  constitu- 
tion :  "There  sliali  be  no  other  banks  or  money  institu- 
tions but  those  already  provided  by  law,  except  a  state 
bank  and  its  branches  which  may  be  established  and  regu- 
lated by  the  general  assend)ly  of  the  state  as  they  may 
think  proper."^  The  principal  influences  underlying  the 
insertion  of  this  provision  probably  were:  (1)  The  state 
of  Indiana  had  adopted  a  similar  course  just  two  years 
before;-  (2)  Experience  with  the  paper  of  irresponsible 
private  banks  had  already  engendered  considerable  feeling 
against  a  further  resort  to  that  means  of  supplying  the 
people  with  a  circulating  medium.  The  conviction  that 
note  issue  could  be  entrusted  only  to  the  state  prevailed 
in  spite  of  the  disastrous  results  that  have  attended  similar 
experiments  in  the  past.^ 

It  will  be  noted  that  the  constitution  permitted  the 
banks  chartered  by  the  territorial  legislature  to  continue, 
but  as  has  been  seen  they  soon  went  out  of  existence  and 
left  the  field  clear  for  the  experiment  of  state  banking. 

Much  of  the  future  banking  policy  of  the  state  de- 
pended upon  the  interpretation  to  be  given  to  the  term 
"state  bank.''  When  the  question  arose  in  1834,  the  editor 
of  one  of  the  leading  newspapers  made  an  unsuccessful 
search  for  the  records  of  the  constitutional  convention 
of  1818  in  order  to  ascertain  the  ideas  of  the  members  as 
to  what  really  constituted  a  "state  bank."  He  was  able, 
however,  to  interview  several  survivors  of  the  convention, 
all  of  whom  were  of  the  opinion  that  the  constitution  was 

^Article  viii,  Section  21. 

^Constitution  of  Indiana,  1816,  Article  x.   Section  i. 

^Davidson  and  Stuve,  History  of  Illinois,  305. 
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intended  to  delegate  to  the  general  assembly  the  power 
to  establish  an  institution  under  state  control  but  not 
necessarily  owned  by  the  state.  They  merely  desired  to 
stop  the  chartering  of  any  more  banks  that  would  not 
be  responsible  to  the  state  for  their  good  conduct.^ 

This  was  evidently  the  interpretation  put  upon  the 
banking  clause  of  the  constitution  by  the  first  state  legis- 
lature, for  they  chartered  a  state  bank  half  of  whose  stock 
was  to  be  sold  to  private  individuals.  Notwithstanding 
the  fact  that  the  bank  could  begin  business  when  it  had 
received  fifteen  thousand  dollars  in  specie,^  this  amount 
was  not  subscribed  and  two  years  later  the  legislature 
repealed  the  charter.'^  As  we  have  already  seen,  the  year 
1819  was  a  very  unpropitious  time  for  attempting  to 
launch  any  enterprise  which  required  specie  payments. 
However,  a  brief  review  of  the  provisions  of  the 
act  may  be  of  value  in  throwing  light  upon  the  ideas  of 
our  early  lawmakers  as  to  the  kind  of  bank  that  would 
best  meet  the  conditions  that  confronted  them. 

The  parent  bank  was  to  be  established  at  the  seat  of 
government  and  removed  whenever  it  was  removed."  Two 
million  dollars  worth  of  shares  was  open  to  individual 
subscription  and  a  like  amount  was  available  for  the  state 
whenever  the  legislature  felt  justified  in  making  the  neces- 
sary appropriations.  The  liabilities  of  the  institution 
other  than  capital  were  never  to  exceed  two  million  dollars. 
The  senate  and  house  of  representatives  by  joint  ballot 
were  to  choose  six  of  the  twelve  directors.  No  judge  or 
member  of  the  legislature  could  serve  as  director.^  Ten 
per  cent  of  the  stock  was  to  be  paid  for  in  specie  or  its 
equivalent.^  If  the  bank  refused  to  redeem  its  obligations 
in  specie  on  demand,  a  penalty  of  twelve  per  cent  interest 
was  added  to  the  amount  of  the  obligation.^ *^ 

*Sangaino  Journal,  January  25,  1834. 

^Laws  of  Illinois,   1819,  p.   151    fif.,    Section  5. 

^Ihid.,  1 82 1,  p.  93. 

''Ihid.,  1819,  p.  151,  ff.,  Section  i. 

^Ibid.,  Section  3. 

^Ibid.,  Section  4. 

^^Ibid.,  Section  5. 
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The  legislature  evidently  soon  recognized  the  hope- 
lessness of  expecting  the  bank  to  accumulate  the  required 
amount  of  specie  so  it  supplemented  the  charter  during 
the  same  session  at  which  it  was  passed  by  providing  that 
in  paying  for  bank  stock,  the  state  auditor's  warrant 
should  be  considered  as  good  as  specie.^  ^  But  even  this 
inducement  failed  to  effect  the  desired  result.  In  the  mean- 
time there  set  in  the  general  collapse  of  banks  and  other 
business  enterprises,  described  in  connection  with  the  dis- 
cussion of  the  territorial  banks.  So  utterly  hopeless  was 
the  condition  of  the  people  that  a  clamor  for  government 
aid  arose. 

Notwithstanding  the  vigorous  message  of  Governor 
Bond  in  which  he  pointed  out  the  folly  of  establishing  a 
bank  for  the  sole  purpose  of  relieving  individual  distress, 
a  bill  was  introduced  in  the  next  legislature  for  the  estab- 
lishment of  a  bank  based  wholly  on  the  credit  of  the  state. 
One  would  suppose  that  the  mere  suggestion  of  being  able 
to  borrow  from  the  state  upon  easy  terms  sufficient  cur- 
rency to  tide  over  the  hard  times  would  meet  the  un- 
qualified approval  of  a  community  hopelessly  in  debt. 
But  the  opposition  to  the  scheme  was  not  solely  on  the 
part  of  the  group  of  enlightened  and  disinterested  legis- 
lators who  contested  the  measure  every  step  of  the  way. 
Mass  meetings  were  held  to  protest  against  the  adoption 
of  the  project.^^  At  a  meeting  of  the  citizens  of  Bond 
County  it  was  resolved  that  "the  legitimate  object  of  bank- 
ing institutions  is  to  afford  a  safe  and  convenient  medium 
for  the  emission  of  loans  founded  on  solid  capital  and  not 
a  project  of  needy  individuals  for  the  creation  of  funds; 
that  wlienever  the  emission  of  i^aper  by  any  banking 
institution  does  not  depend  upon  the  ability  to  redeem  it 
promptly  in  specie  the  community  can  have  no  assurance 
that  it  will  not  be  extravagant,  and  no  reasonable  hope 

^^Lau's  of  Illinois,  1819,  p.  299. 

'^-Edivardsvillc  Spectator,  February  13,  1821.  The  action  taken  by  the 
citizens  of  Crawford,  Randolpli  and  Gallatin  counties  was  embodied 
in  resolutions  and  forwarded  to  the  legislature.  House  Journal,  1820-21, 
p.    227. 
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that  it  may  ever  be  redeemed."  It  was  further  urged  that 
such  an  act  would  be  unconstitutional  in  that  it  would 
impair  the  obligation  of  contracts.^"  On  the  other  hand, 
the  passage  of  the  measure  was  urged  on  the  ground  that 
it  is  the  duty  of  the  state  in  time  of  great  pecuniary  em- 
barrassment to  afford  such  measure  of  relief  to  prevent 
the  "unnecessary  and  wanton  sacrifices  of  the  property 
and  possessions  of  the  citizens  of  the  state." ^^ 

The  bill,  however,  passed  both  houses  by  a  very  close 
vote  after  its  discussion  had  consumed  a  fourth  of  the 
time  of  the  session.^ '^  Governor  Ford  cites  the  election  of 
its  sponsor,  Eichard  M.  Young,  to  the  United  States  senate 
as  one  of  the  many  examples  in  the  history  of  the  state 
of  the  forgiving  nature  of  the  people  in  the  case  of  men 
who  have  been  active  in  the  passage  of  harmful  legis- 
lation.^^ 

The  constitution  of  1818  required  that  all  bills  receive 
the  approval  of  the  council  of  revision  whicli  was  com- 
posed of  the  governor  and  the  judges  of  the  supreme  court. 
When  the  act  in  question  came  before  the  council  it  re- 
ceived a  unanimous  veto  and  was  sent  back  to  the  House 
for  further  consideration.^'  The  note  accompanying  the 
rejected  measure  gave  as  the  reason  for  the  unfavorable 
action  that  the  State  of  Illinois  had  no  right  to  establish 
a  loan  office  scheme  in  the  face  of  the  prohibition  in  the 
federal  constitution  against  the  emission  of  bills  of  credit.^* 
It  had  been  decided  that  a  bill  payable  on  demand  out 
of  a  specified  fund  was  not  a  bill  of  credit,  but  the  council 
held  that  bills  of  a  state  payable  at  some  future  time  were 
clearly  not  included  in  the  meaning  of  that  decision  and 
therefore  came  under  the  ban  of  tlie  United  States  con- 
stitution.    They  further  justified  tlieir  veto  with  the  pre- 

"^^House  Journal,  1820-21,  p.  227. 

i*Mass    meeting   of   the   citizens    of   Madison    County.     Edwardsville 
Spectator,  March  20.   1821. 
^^Niles'  Register,  xx,   48. 
i^Ford,  History  of  Illinois,  46. 
^Ubid. 
^^Article  I,  Section  x. 


26  THE  DEVELOPMENT  OF  BANKING  IN  ILLINOIS  [384 

diction  that  a  train  of  evils  would  follow  the  adoption  of 
the  bank  measure.  They  urged  that  some  other  means 
be  found  to  relieve  the  popular  distress  than  the  issue  of 
notes  which  would  not  circulate  in  interstate  commerce 
and  would  not  provide  a  satisfactory  medium  of  exchange 
even  at  home.^'' 

In  the  house  of  representatives  the  bill  and  objections 
were  referred  to  a  comuiittee  which  recommended  the 
passage  of  the  bill  over  the  council's  veto.  Their  reply  to 
the  objections  of  the  council  was :  (1 )  A  bank  note  issued 
by  a  state  l)auk  was  not  a  bill  of  credit  because  the  state 
did  not  propose  to  make  the  notes  legal  tender;  (2)  The 
council  signed  the  bill  creating  a  state  bank  in  1819; 
(3)  Congress  when  it  admitted  Illinois  to  the  Union  ap- 
proved her  constitution  even  though  it  reserved  banking 
privileges  to  the  state;  (4)  If  other  states  did  refuse  to 
receive  Illinois  paper  the  citizens  of  Illinois  would  have 
more  for  their  own  use.^**  When  the  motion  to  repass  the 
bill  came  before  the  House,  Mr.  McLean,  the  speaker,  a 
bitter  opponent  of  the  whole  scheme,  resigned  the  chair 
in  order  to  fight  the  bill  because  tlie  rules  forbade  the 
speaker  to  address  the  House  and  the  friends  of  the  bank 
measure  refused  to  go  into  a  committee  of  the  whole.  He 
was  i)romptly  re-elected,  however,  and  the  House  went  into 
a  committee  of  the  whole  in  order  to  give  him  an  oppor- 
tunity to  express  his  views.  Notwithstanding  the  high 
regjird  of  the  uiend»ers  for  Mr.  INIcLean  and  his  eloquent 
arguments  in  support  of  the  council's  position,  the  House 
repassed  the  bill  by  a  vote  of  seventeen  to  ten.-^  Four  of 
the  ten  who  op])()sed  the  measure  framed  a  formal  protest 
against  the  action  of  the  House  and  succeeded  in  having 
it  spread  upon   the  records.     The  significant  feature  of 

^^Uoitsc  Journal,  1820-21,  p.  236.  Edivardsvillc  Spectator,  Fel)ruary 
13,  1 821. 

-"House  Journal,  1820-21,  p.  261   ff. 

-'Ford's  account  of  this  incident  (Flistory  of  Illinois,  46)  does  not 
tally  in  every  respect  with  tlie  record  of  the  proceedings  of  the  legisla- 
ture for  February  6.  1821.  House  Journal,  1820-21,  pp.  271  fF. ;  Edivards- 
ville  Spectator,  February  13,   1821. 
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the  document  is  its  declaration  that  all  banks  are  detri- 
mental to  the  morals  of  the  people  and  a  menace  to  popular 
liberty  even  when  they  are  established  upon  a  specie  basis. 
They'  laid  the  tlien-existing  crisis  in  the  United  States  at 
the  door  of  banks  and  predicted  that  the  State  Bank  of 
Illinois  would  become  the  tool  of  the  political  demagog 
and  the  artful  politician. -- 

On  the  same  day  the  bill  was  forwarded  to  the  senate 
where  it  received  just  enough  votes  to  pass  it  over  the 
council's  veto.-^  One  of  the  eight  men  who  gave  their 
votes  for  the  measure  immediately  received  the  appoint- 
ment of  cashier  of  one  of  the  branches  of  the  bank,^"*  a 
direct  violation  of  the  state  constitution.-^ 

The  bill  in  its  final  form  provided  for  the  establish- 
ment of  the  State  Bank  of  Illinois  at  Vandalia,  the  new 
state  capital.  The  capital  stock  was  not  to  exceed  five 
hundred  thousand  dollars  and  was  to  be  owned  entirely 
by  the  state.-^'  The  bank  was  to  do  business  for  ten  years 
and  was  permitted  to  hold  property  up  to  double  the 
amount  of  its  capital  stock.-"  In  order  that  no  partiality 
be  sliown  to  any  section,  branch  banks  were  provided  for 
the  towns  of  Edwardsville,  Shawneetown,  Palmyra,-^  and 
Brownsville.-'*     The  state  was  then  districted  in  such  a 

-'-House  Journal,  1820-21,  pp.  227-29. 

-^""The  Illinois  constitution  of  1818  (Article  iii.  Section  19)  provided 
that  if  after  consideration  the  bill  was  approved  in  both  houses  by  a 
majority  of  all  members  elected,  it  became  a  law  without  the  consent  of 
the  council  of  revision. 

-*Alton  Spectator,  January  25,  1834. 

^'Article  ii,  Section  19. 

-'^Laws  of  Illinois,  1821,  pp.  80  ff..  Section  i. 

-''Ibid.,  Section  2. 

'^This  village,  now  deserted,  was  the  first  county  seat  of  Edwards 
County  when  the  boundaries  of  the  county  extended  to  Canada.  For 
some  years  it  was  a  thriving  market  town,  but  the  location  was  so 
unhealthful  that  it  was  finally  abandoned.  McDonough,  History  of 
Edwards,   Lawrence   and    Wabash    Counties,   238. 

29At  this  time  Brownsville  was  the  county  seat  of  Jackson  County 
and  contained  a  population  of  over  five  hundred,  ranking  next  to 
Shawneetown  and  Kaskaskia.  However,  the  collapse  of  the  state  bank 
and  several  other  misfortunes  caused  the  town  to  be  abandoned.  Illinois 
State  Historical  Society,  Transactions,  1905,  p.  372. 
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manner  that  every  county  was  assigned  to  the  principal 
bank  or  one  of  the  branches.^^ 

The  president  and  the  six  directors  of  the  parent 
bank  and  five  directors  for  each  of  the  brandies  were  to 
be  chosen  biennially  by  joint  ballot  of  the  two  houses  of 
the  legislature.  In  choosing  the  branch  directors,  how- 
ever, proper  geographical  distribution  must  be  made.^^ 
The  selection  of  all  other  officers  was  left  to  the  respective 
boards  of  directors.  Although  the  state  was  the  sole  owner 
and  beneficiary  of  the  enterprise,  its  total  appropriation 
for  getting  the  institution  under  way  was  the  two  thous- 
and dollars  provided  for  the  purchase  of  bank  note  plates.^^ 
For  the  time  being  only  three  hundred  thousand  dollars 
was  to  be  printed  and  issued,  the  issue  of  the  remaining 
two  hundred  thousand  being  left  to  the  will  of  the  next 
legislature.^^ 

The  denominations  provided  for  were  ones,  twos, 
threes,  fives,  tens  and  twenties.  It  was  required  that 
every  note  should  read :    "The  President  and  Directors  of 

the  State  Bank  of  Illinois  promise  to  pay  to or 

bearer  the  sum  of Dollars,  agreeably  to  the 

provision  of  the  charter  of  this  institution,  with  interest 
thereon  at  the  rate  of  two  per  cent  per  annum.  Receiv- 
able at  all  times  for  debts  due  the  State  or  the  Bank."^^ 

As  soon  as  the  notes  were  ready  they  were  distributed 
to  the  bank  and  branches  according  to  the  population  of 
their  respective  districts.  The  banks  were  required  to 
deal  with  all  persons  alike.^^  A  borrower  must  apply 
only  to  the  bank  in  his  own  district  and  no  one  person 
was  to  receive  a  loan  of  more  than  a  thousand  dollars.  If 
the  amount  of  the  loan  exceeded  a  hundred  dollars,  pay- 
ment must  be  secured  by  a  mortgage  on  unincumbered 

^^Laws  of  Illinois,  1821,  pp.  80  fif.,  Section  4. 
^'^Ibid.,  Section  5. 
^-Ibid.,  Section  8. 
^^Ibid.,  Section  9. 

^*lbid.,     All   unauthorized   issues  of  paper  currency  within  the  state 
were  forbidden  under  a  penalty  of  $10,000. 
^^Ibid.,  Section  12. 
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real  estate  worth  at  least  twice  the  amount  of  the  mort- 
gage. Loans  of  a  hundred  dollars  or  less  could  be  made 
upon  personal  security  approved  by  a  two-thirds  vote  of 
the  directors  present  at  the  meeting  at  which  the  loan 
was  under  consideration.'^*'  A  uniform  interest  rate  of  six 
per  cent  was  established  for  all  loans. 

The  bank  was  made  the  sole  depositary  of  the  state's 
funds  and  in  so  far  as  these  funds  consisted  of  specie  or 
its  equivalent  the  bank  could  make  them  the  basis  of  a 
further  note  issue  up  to  twice  their  amount.  This  issue, 
however,  must  be  redeemed  in  gold  or  silver  on  demand'^'^ 
while  the  state  allowed  itself  ten  years  to  redeem  the 
regular  issue,  one  tenth  to  be  redeemed  and  retired  an- 
nually.^^  The  issue  based  upon  state  funds  was  forbidden 
by  an  act  of  1823,  but  the  state  in  other  ways  continued 
for  ten  years  to  misuse  the  funds  granted  to  the  common 
schools  by  the  United  States.-^''  The  bank  was  required 
to  shoAv  great  leniency  to  its  debtors.  Their  loans  must 
be  considered  standing  accommodations  renewable  from 
year  to  year  if  necessary,  upon  payment  of  ten  per  cent 
of  the  principal.^" 

In  order  to  safeguard  the  interests  of  the  state  the 
branch  banks  were  required  to  report  semi-annually  to 
the  principal  bank  and  these  reports  were  incorporated 
in  the  biennial  report  of  the  bank  to  the  legislature.  Com- 
mittees of  the  legislature  were  to  be  permitted  to  examine 
the  bank  at  any  time.^^ 

The  original  act  provided  that  the  president  of  the 
parent  bank  should  receive  in  lieu  of  a  salary  the  right 
to  borrow  two  thousand  dollars  more  than  he  could  other- 
wise have  borrowed.^-  But  at  the  same  session  it  was 
provided  that  he  should  receive  a  cash  salary  of  eight 

^^Laws  of  Illinois.  1821,  pp.  80  ff.,  Section  12. 

^''Ibid.,  Section  36. 

^^Ibid.,  Sections  23,  29. 

"^Sumner,  History  of  Banking  in  All  Xations,  i,  157. 

*^Laivs  of  Illinois,  1821,  pp.  86  fF.,  Section  14. 

*''-Ibid.,  Section  17. 

*-Ibid..  Section  18. 
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Inindred  dollai-s  iiistejul  of  tlie  extra  accommodation  at 
the  bank.^^  However,  braiich  presidents  and  directors 
were  granted  additional  loans  of  a  thousand  dollars  and 
seven  hundred  fifty  dollars  respectively.'*^  Cashiers  were 
to  be  paid  a  salary  of  not  more  than  eight  hundred 
dollars.^  ^ 

As  was  the  case  with  the  territorial  banks  the  legis- 
lature was  forbidden  by  the  federal  constitution  to  make 
the  notes  legal  tender,  but  it  sought  to  accomplish  the 
same  end  by  the  usual  indirect  methods,  namely,  making 
the  notes  legal  tender  for  all  public  dues  within  the  state^^ 
and  providing  that  the  execution  of  judgments  should  be 
suspended  for  three  years  if  the  plaintiff  were  unwilling 
to  accept  the  state  bank  notes. 

The  legislature  proceeded  to  elect  the  president  and 
directors  of  the  bank  and,  in  accordance  with  a  supple- 
mentary act  of  1823,  the  cashier  of  the  parent  bank.  The 
bank  began  making  loans  in  July,  1821,  and  everyone  who 
could  offer  the  necessary  security  obtained  his  share  of 
the  three  hundred  thousand  dollars."*^  According  to  Ford, 
a  large  number  of  the  bank's  officers  were  members  of  the 
legislature"*^  and  all  of  them  professional  politicians  who 
were  then,  or  expected  to  be,  candidates  for  office  so  they 
were  unwilling  to  risk  their  popularity  by  a  too  close 
scrutiny  of  the  kind  of  security  offered.  ]Moreover,  they 
were  merelj^  the  agents  of  a  state  lending  her  credit  to 
her  indigent  citizens  and  felt  no  keen  sense  of  personal 
responsibility.^-* 

*^Laws  of  Illinois,  1821,  144. 

**Ibid.,  Section  18. 

*^Ibid.,  Section  19. 

*'^lbid.,  Section  9. 

*'Iidivardsville  Spectator.  July  3,  1821.  In  the  same  newspaper  in  its 
issue  of  August  14,  1821,  is  an  account  of  tlie  meeting  of  the  directors  of 
the  Edwardsville  Brancli  at  which  the  entire  share  of  the  district,  more 
than  $80,000,  was  loaned  upon  personal  security  in  sums  of  $ioo  or  less. 

■*^The  names  of  the  president  and  directors  of  the  bank  are  given  in 
the  House  Journal  (2  Sess.,  i  G.  A.)  68.  None  of  the  persons  mentioned 
in  this  list  was  a  memlicr  of  the  general  assembly. 

''"Ford.  History  of  Illinois,  47.  .Article  on  Illinois  by  W.  H.  Brown, 
in  Clilcago  Auicricait,  December  25,  1840. 
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As  far  as  the  larger  trausaetions  were  concerned,  the 
new  bills  for  a  time  supplied  the  demand  for  a  circulating 
medium,  but  there  was  still  no  provision  for  small  change. 
Minor  coins  were  as  scarce  as  those  of  larger  denomina- 
tion; hence  the  practice  arose  of  tearing  the  bank  notes 
into  halves,  quarters,  etc.,  in  order  to  make  change.^"  This 
practice  received  the  official  sanction  of  the  bank  in  1823 
when  its  directors  authorized  the  tearing  of  all  notes  of 
five  dollars  ■  or  less  denomination  and  offered  to  receive 
portions  of  notes  in  payment  of  all  obligations  to  it.^^ 

The  members  of  the  general  assembly  l)elieved  that 
the  bills  of  the  bank  would  be  on  a  par  with  gold  and 
went  so  far  in  this  belief  as  to  pass  resolutions  calling 
upon  the  treasury  department  at  Washington  to  accept  the 
Illinois  bank  notes  as  the  equivalent  of  specie.^^  Accord- 
ing to  Ford's  oft-quoted  account,  when  the  matter  came 
to  a  vote  in  the  state  senate,  Lieutenant-Governor  Menard, 
a  shrewd  old  French  pioneer,  put  the  motion  as  follows: 
"Gentlemen  of  de  Senate,  it  is  moved  and  seconded  dat  de 
notes  of  dis  bank  be  made  land  office  money.  All  in  favor 
of  dat  motion  say  'aye.'  All  against  it  say  'no.'  It  is 
decided  in  de  affirmative.  And  now  gentlemen,  I  bet  you 
one  hundred  dollars  he  never  be  made  land  office  money. ''•^'^ 

It  was  not  long  until  the  dire  prediction  of  those  who 
had  opposed  the  estaldishment  of  the  bank  began  to  be 
fulfilled.  The  notes  which  never  were  accepted  on  a  par 
with  gold  soon  l)egan  to  depreciate  still  further  and  in  a 
few  weeks  after  the  bank  opened  were  quoted  at  seventy- 
five  cents  on  the  dollar.^^  A  month  later  they  had  reached 
sixty-two  and  one-half  cents''^  and  kept  on  sinking  until 
1823  when  thev  remained  at  about  thirtv  cents  until  1825.''*' 


^^Illinois  Intelligencer,  March  15,   1823;  Ford,  History  of  Illinois,  47. 
^^Illinois  Intelligencer,  March  15,  1823. 
"-Ford,  History  of  Illinois,  45. 
-'■■Ibid. 

^'^W.  F.  Baker,  in  Bankers  Magazine,  ix,  12. 

^''Advertisements  in  the  Edwardsville  Spectator,  October  16,   1S21. 
5®Article  by  W.  H.  Brown,  in  Chicago  American.  December  25,  1840. 
The  editor  of  Xiles'  Register  (xxiv,  342)    reports  having  received  a  sub- 
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After  that  year  there  was  a  rise  in  value  due  to  the  adop- 
tion by  the  state  of  measures  which  will  be  considered  at 
a  later  stage. 

Several  causes  contributed  to  this  utter  failure  of  the 
notes  to  maintain  their  standing  in  the  eastern  money 
market.  In  the  first  place,  no  provision  was  made  for  the 
redemption  of  the  notes  in  specie  on  demand.  The  parent 
bank  received  some  specie  for  a  time,  most  of  it  as  the 
depositary  of  state  funds  received  from  the  federal  gov- 
ernment. But  aside  from  this  limited  amount  not  a  dollar 
in  specie  was  paid  into  the  treasury .^''^  When  upon  one 
occasion  one  of  the  branches  received  two  dollars  in  specie 
from  a  customer  they  were  placed  upon  exhibition  as 
curiosities.^^  The  loss  of  its  building  and  fixtures  in 
January,  1823,'''^  by  fire  compelled  tlie  parent  bank  to  keep 
its  specie  in  a  box  fastened  with  a  padlock.  In  March  of 
the  same  year,  robbers  broke  into  the  temporary  quarters 
of  the  bank  and  carried  off  |4,200,  "a  large  part  of  its 
specie."^*^  From  these  bits  of  evidence  it  can  readily  be 
seen  that  the  bank  was  in  no  position  to  maintain  its  notes 
at  a  parity  with  gold. 

In  the  next  place,  the  bank's  debtors  failed  to  take  the 
right  attitude  towards  their  obligations.  The  Edwardsville 
Spectator  soon  after  the  first  loans  were  made  in  that  dis- 
trict complained  that  the  greater  part  of  the  borrowers 
instead  of  paying  their  honest  debts  squandered  the  money 
for  "purposes  worse  than  useless.'"^  ^  They  looked  upon  the 
issue  as  a  gift  from  the  state  which  could  be  paid  back  or 
not  as  they  saw  fit.'"'-  Other  borrowers  of  the  bank's  notes 
eased  their  consciences  with  the  assurance  that  the  notes 
were  bills  of  credit  and  therefore  the  whole  scheme  was 

scription  from  an  Illinois  gentleman  who  complained  that  it  cost  him 
twelve  dollars  in  Illinois  currency  to  obtain  the  five  dollars  in  United 
States  money  inclosed. 

''^Edwards,  Life  and  Times  of  Edwards,  207. 

^^Baker,  in  Bankers  Magazine,  ix,  12;  Brown,  History  of  Illinois,  433. 

^^Illinois  Intelligencer,  February  i,  1823. 

^^Ibid.,  March  29,  1823. 

"^December  11,  1821. 

*-Ford,  History  of  Illinois,  47. 
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tinconstitutional.*^^  The  question  was  taken  into  the  courts 
and  a  decision  was  rendered  by  the  supreme  court  of  Illi- 
nois in  1826.  It  was  decided  that  the  borrower  of  a  bank's 
paper  cannot  be  released  from  his  obligation  by  raising  the 
contention  that  the  hank's  eharter  is  unconstitutional.^^ 
The  court  ignored  the  real  issue  of  the  constitutionality  of 
the  bank's  paper  until  1833,  two  years  after  the  expiration 
of  its  charter.  It  was  then  held  that  a  promissory  note 
giyen  in  consideration  of  such  bills  is  yoid  and  cannot  be 
collected  by  law.'^'  If  this  latter  decision  had  come  some 
eight  or  ten  years  earlier  it  would  probably  haye  placed  the 
state  in  an  eyen  more  embarrassing  position  than  the  one 
it  was  forced  to  occupy  until  it  had  settled  the  bank's 
affairs. 

In  the  third  place,  the  series  of  ultra-liberal  measures 
granting  relief  to  debtors  complicated  the  financial  situa- 
tion in  the  state.  We  liaye  already  noted  the  proyision  in 
the  bank's  charter  granting  a  stay  of  execution  where  the 
plaintiff  refused  to  accept  bank  notes  from  the  debtor.  At 
the  same  session,  the  legislature  added  the  proyision  that 
eyen  if  the  plaintiff  did  signify  his  willingness  to  accept 
state  currency,  the  defendant  could  haye  a  repleyin  of  sixty 
days.  The  execution  of  all  contracts  calling  for  gold  and 
silver  was  stayed  from  one  to  fiye  months  according  to  the 
amount  of  the  debt.  All  judgments  of  justices  of  the  peace 
could  also  be  stayed  for  thirty  days.  These  measures, 
while  on  their  face  either  of  no  significance  to  the  bank  or 
else  actually  showing  fayor  to  its  notes,  still  did  a  great 
deal  to  engender  a  spirit  of  disregard  of  the  sacredness  of 
one's  obligations.  The  bank  undoubtedly  lost  far  more 
from  the  prevalence  of  this  spirit  than  it  gained  from  the 
favor  shown  its  notes.  The  great  depreciation  of  the 
bank's  notes  ought  in  itself  to  have  afforded  sufficient 
relief  to  debtors  but  the  legislature  in  1825  granted  further 
aid  to  that  class  by  making  the  warrants  of  the  state  audi- 


^^Edwards,  Life  and  Times  of  Edwards.  175. 

^■*Snyder  vs.  President  and  Directors  of  the  State  Bank,  Breese,  161. 

*^Linn  vs.  President  and  Directors  of  the  State  Bank,  i  Scanimon  87. 
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tor  receivable  at  the  bank.*''^  With  the  appreciation  of  the 
bank's  notes  referred  to  above,  began  another  series  of  re- 
lief laws  which  will  be  dealt  with  in  another  connection. 

Lastly,  when  we  consider  that  the  bank  had  twenty- 
six  directors,  each  of  whom  was  entitled  to  a  loan  of  seven 
hundred  fifty  dollars  in  addition  to  his  individual  borrow- 
ings, and  four  branch  presidents,  each  entitled  to  addi- 
tional loans  of  a  thousand  dollars,  we  can  readily  agree 
with  Governor  Edwards'  view  of  the  situation.  In  his 
inaugural  message  of  182G,  Governor  Edwards  pointed  out 
to  the  legislature  that  the  bank's  officers  had  borrowed 
"to  the  full  limit  of  the  law  and  thus  became  more  in- 
terested than  any  other  class  in  the  community  in  im- 
pairing the  credit  of  the  institution  and  depreciating  its 
notes,  as  the  means  of  facilitating  the  discharge  of  the 
debts  they  had  contracted  with  it."  They  felt  that  there 
was  no  need  of  paying  obligations  which  could  eventually 
be  shifted  upon  the  whole  community  in  the  form  of  state 
taxes.*' ^  By  borrowing  to  the  full  limit  allowed  individuals 
in  addition  to  their  accommodation  as  directors,  these 
men'  were  enabled  to  divert  $53,500,  or  more  than  one 
sixth  of  the  total  issue  of  notes,  to  their  own  selfish  ends. 
In  some  cases  they  transferred  their  right  to  borrow  to 
their  friends,  thereby  enabling  them  to  exceed  the  lawful 
loan  limit.*^^ 

It  is  little  to  be  wondered  at,  therefore,  that  the  whole 
venture  was  doomed  to  failure  from  its  very  birth  and 
that  but  two  years  after  its  inception,  state  bank  notes 
were  quoted  at  but  thirty  cents  on  the  dollar. 

The  effect  of  the  depreciated  notes  was  now  so  keenly 
felt  that  both  friends  and  foes  of  the  original  project 
united  in  asking  the  next  legislature,  to  which  had  been 
left  the  option  of  issuing  an  additional  two  hundred  thous- 
and dollars,  not  to  exercise  this  privilege.  The  bill  which 
sought  to  provide  such  an  issue  was  accordingly  defeated 


^"Lfltt'j  of  Illinois,  1824-25,  p.  84. 

^''Message  of  Governor  Edwards,  Senate  Journal,  1826-27.   p.  54. 
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in  the  lower  house  bv  a  vote  of  nine  to  twenty-four.^^  The 
few  friends  of  the  measure  then  attempted  to  secure  the 
adoption  of  a  resolution  providing  for  the  submission  of 
the  question  to  the  people  at  a  special  election;  but  this 
project  met  a  like  fate.'"  A  number  of  measures  calcu- 
lated to  remedy  the  whole  situation  were  introduced,  l)ut 
no  action  of  consequence  was  taken.  In  accordance  with 
a  joint  resolution  of  the  two  houses,  a  committee  was  ap- 
pointed to  investigate  the  affairs  of  the  bank  and  re- 
ported: (1)  that  they  had  examined  the  papers  and 
cash  of  the  principal  bank  and  found  that  they  tallied 
with  the  annual  report  of  December  11,  1822;  (2)  that 
little  satisfaction  could  be  had  in  examining  the  books 
of  the  branches  on  account  of  their  poor  bookkeeping  and 
failure  to  make  reports;  (3)  that  the  different  branches 
should  be  required  to  obey  the  law  in  the  matter  of  trans- 
mitting regularly  to  the  parent  bank  their  share  of  the 
one-tenth  of  the  notes  that  was  to  be  destroyed  each  year. 
They  recommended  the  creation  of  a  responsible  com- 
mittee whose  members  would  see  to  it  that  the  retired 
issue  was  actually  destroyed.  They  expressed  the  opinion 
that  such  a  measure  would  restore  public  confidence  in 
the  remaining  notes."  ^  The  legislature  took  little  notice 
of  the  report  of  the  committee  aside  from  the  passage  of 
an  act  requiring  the  cashiers  of  the  branches  "to  make 
out  and  transmit  to  the  cashier  of  the  principal  bank  by 
the  first  of  January  of  each  year  a  complete  abstract  of 
their  discount  books  for  the  year  past."  They  reduced  the 
salary  of  the  president  of  the  principal  bank  to  two  hun- 
dred dollars  and  increased  the  salary  of  tlie  cashier  to  a 
thousand  dollars.'- 

When  the  next  legislature  met  in  December,  1824,  the 
necessity  for  action  was  so  great  that  it  could  no  longer 
be  ignored.     Governor  Coles  in  his  message  censured  the 

^^Illinois  Intelligencer,  January  4,  1823. 
'''^ Alton  Spectator,  February  11,  1834. 

''^House  Journal,    1822-23.    p.    108;   Illinois  Intelligencer.  January    11, 
1823. 

'-Lazi's  of  Illinois,   1822-23,  p.   181. 
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legislature  of  1820-21  for  its  hasty  action  in  interpreting 
as  the  pressure  of  the  times  a  condition  which  was  largely 
the  result  of  excessive  issues  of  paper.  But  now  that 
the  evil  had  been  done,  he  recommended  the  strictest 
publicity  of  all  the  bank's  accounts  and  the  passage  of 
such  measures  as  would  expedite  the  speedy  dissolution 
of  the  bank  upon  the  expiration  of  its  charter  without  loss 
to  the  state/''  Accordingly  a  law  was  enacted  providing 
for  the  appointment  of  three  commissioners  to  make  a 
thorough  examination  of  the  Shawneetown  branch  bank, 
whose  officers  seem  to  have  been  under  suspicion/^ 

The  act  further  instructed  the  cashier  of  this  branch 
to  deliver  to  the  cashier  of  the  main  bank  the  whole  amount 
of  the  ten  per  cent  fund  which  was  supposed  to  be  retired 
and  destroyed  every  year.  A  penalty  of  $1000.00  was 
provided  if  the  cashier  or  other  officers  hindered  the  work 
of  the  commissioners."^^  A  joint  committee  appointed  to 
ascertain  the  condition  of  the  whole  institution  revealed 
the  fact  that  thus  far  the  expenses  of  the  principal  bank 
had  exceeded  its  discounts  by  |2,403.90.  The  Browns- 
ville branch  had  also  been  run  at  a  loss,  but  the  Edwards- 
ville  and  Palmyra  branches  each  had  a  small  balance. 
The  Shawneetown  branch  had  been  conducted  in  so  loose 
a  manner  that  it  was  impossible  to  ascertain  its  true  condi- 
tion. The  cashier  had  made  a  loan  of  |3750  without 
security  and  was  unable  to  account  for  |4800  additional.'^'' 
The  legislature  took  no  immediate  action  against  the 
Shawneetown  officers  but  three  months  later  by  joint 
resolution  it  authorized  Governor  Coles  to  appoint  a 
competent  accountant  to  make  a  thorough  examination  of 
the  books."^  This  appointment  was  made  and  the  affairs 
of  the  bank  carefully  investigated,  but  the  books  were  in 


"^Governor's  message,  1824. 
''*Latvs  of  Illinois,  1824-25,  p.  16,  Section  i. 
~^Ibid.,  Section  2. 

^"Knox,  History  of  Banking  in  the  United  States,  716;  House  Journal, 
1824-25,  p.  203 ;  Senate  Journal.  1824-25,  p.  217. 
~~Laxvs  of  Illinois,  1824-25,  p.  185. 
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such  unintelligible  shape  as  to  throw  little  light  upon  the 
bank's  real  condition.^'* 

So  involved  were  the  members  of  the  legislature  and 
their  friends  in  the  affairs  of  the  bank  that  no  action  re- 
sulted directly  from  either  investigation.'^^  In  the  mean- 
time, however,  a  reform  act  was  passed  supplementary  to 
the  act  establishing  the  bank.  It  provided  that  the  cashier 
of  the  principal  bank  should  collect  all  notes  as  soon  as 
possible  and  all  tliose  not  yet  signed  and  proceed  to  burn 
them  in  the  public  square  at  Vandalia  in  the  presence  of 
the  governor  and  judges  of  the  supreme  court.^*^  There- 
after when  the  treasurer  of  the  state  paid  out  a  bank  note 
it  was  to  bear  the  stamp  "re-issued"  and  no  interest  could 
be  collected  by  the  holder, ^^  Cashiers  of  the  branches  were 
required  to  forward  semi-annually  for  retirement  and 
burning  all  notes  repaid  by  borrowers  except  a  small  sum 
for  current  expenses.^^  The  offices  of  president  and  di- 
rectors were  abolished  in  the  case  of  all  the  branches  and 

■^^The  following  report  of  the  examiner,  taken  from  the  Illinois 
Intelligencer  of  June  17,  1825,  is  of  interest  in  showing  upon  what  a  costly 
enterprise  the  state  had  ventured : 

Liabilities : 

Original  note  issue $  84,685.00 

Discounts   earned  and   loans  repaid 15,547.68 


$100,232.68 
Assets: 
Unpaid  loans 

renewed  $  40,321.07 

bad    debts   31,969.60 

Expenses  of  branches  5.497-90 

Notes  returned  to  principal  bank  19,947.00 

Two  per  cent  interest  to  note  holders 903.61 


$  98,638.18 
Upon  being  questioned  by  the  examiner  as  to  the   failure  of  his   state- 
ment to   balance   the   cashier  explained    that   he   would  be   able   to   show 
auditor's  warrants  and  bank  notes  to  cover  the  deficiency. 

^^Ford,  History  of  Illinois,  65;  Reynolds,  My  Own  Times,  173. 

^^Laws  of  Illinois,  1824-25,  p.  82,  Section  i. 

^''■Ihid.,  Section  2. 

^-Ibid.,  Section  3. 
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only  the  casliier  was  left  to  collect  the  debts  and  renew 
loans.  The  cashier  of  tlie  principal  bank  Avas  placed  under 
a  tifty  thousand  dollar  bond  and  the  cashiers  of  the 
branches  under  a  thirty"  thousand  dollar  bond  in  order 
to  protect  the  state  from  further  loss  on  account  of  their 
careless  bookkeeping  or  embezzlement  of  funds.^"  There- 
after a  cashier  could  be  removed  by  the  governor  at 
pleasure  and  satisfactory  evidence  had  to  be  given  before 
May  1,  1825,  that  all  five  of  the  cashiers  were  not  de- 
faulters and  that  they  had  faithfully  discharged  the  duties 
of  their  respective  offices. '^^  To  facilitate  the  destruction 
of  notes,  auditor's  warrants  were  made  legal  tender  at  the 
bank  which  exchanged  them  for  notes  held  by  the  state 
treasurer.^''  Five  days  after  the  act  was  signed  the  bank's 
officers  in  the  presence  of  the  governor  and  the  supreme 
court  destroyed  |75,000  worth  of  notes,  one  fourth  of  the 
entire  issue. ^^ 

Governor  Coles  was  keenly  alive  to  the  necessity  of 
imi)roving  the  bank's  condition  and  his  letter  book  bears 
testimony  to  his  vigilance  in  enforcing  the  bank  laws.^^  In 
a  letter  to  the  cashier  at  the  Shawneetown  branch  he  states 
that  the  well  being  of  the  bank  demands  a  most  rigid 
enforcement  of  the  letter  of  the  law.  He  warns  the  official 
in  question  that  if  any  further  violation  of  tlie  law  occurs, 
"a  very  few  days  w^ill  be  permitted  to  pass''  before  he  will 
exercise  the  authority  vested  in  the  governor  by  dismissing 
the  offender  from  office.  In  the  examination  of  the 
Shawneetown  branch  referred  to  above,  the  accountant 
found  that  the  cashier  credited  himself  with  a  generous 
fee  whenever  he  protested  a  note.  Governor  Coles  demanded 
that  reparation  be  made  to  the  principal  bank  and  that 
all  the  bank  notes  that  had  accumulated  during  the  six 
months  period  be  forwarded  promptly  to  the  principal 
bank  for  retirement.**® 

*3L«wj  of  Illinois,  1824-25.  p.  82,  Section  4. 

^*Ibid.,  Section  i. 

^•'Ibid.,  Section  7. 

^'^Illi)iois  Intelligencer,  January  21,   1825. 

■'^"Greene  and  Alvord,   Governors'  Letter  Books,  i,  76-82,  89. 

^^Ibid.,  89. 
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On  June  twenty-third  after  the  branches  had  sent  in 
their  notes,  a  second  "purification  bv  fire"^^  of  the  notes  of 
the  bank  occurred  in  which  eleven  thousand  dollars  worth 
was  destroyed.  \Yithin  two  weeks  the  specie  value  of  the 
outstanding  notes  increased  about  five  cents  on  the 
dollar/-"^  By  December  twentieth  when  the  next  semi-an- 
nual destruction  of  notes  occurred  the  total  amount  out- 
standing had  been  reduced  to  less  than  two  hundred  thous- 
and dollars.^^  From  this  time  the  appreciation  of  the 
notes  continued  with  the  progress  of  their  retirement. ^- 
At  the  close  of  Governor  Coles'  administration  a  year 
later,  they  were  rated  at  seventy-five  cents  on  the  dollar. 

Governor  Coles  continued  his  unrelenting  vigilance 
over  the  bank  up  to  the  very  close  of  his  administration. 
Just  l)efore  the  opening  of  the  next  general  assembly  in 
December  1826,  he  sent  a  lengthy  questionnaire  to  the 
cashiers  of  the  bank  and  branches  with  a  view  to  obtaining 
data  for  the  use  of  the  legislators,^"  but  the  result  was  a 
great  disappointment.  The  cashier  of  the  principal  bank 
answered  the  questions  in  a  very  unsatisfactory  manner. 
The  Shawneetown  cashier  had  recently  died  and  his  admin- 
istrator had  refused  to  turn  over  the  property  of  the 
brancli  to  the  new  appointee.  The  other  branches  fur- 
nished sufficient  information  in  addition  to  that  received 
from  the  principal  bank  to  give  a  general  idea  of  the  condi- 
tion of  affairs.  The  four  districts  in  question  had  loaned 
|215,000.  Of  this  amount,  |109,615  had  been  repaid,  while 
the  remainder  might  l)e  repaid  within  the  allotted  five  years 
or  might  have  to  be  abandoned  as  uncollectible.  The 
expenditures  for  operation  had  consumed  |43,820,  an  ex- 
cess of  $11,000  over  interest  earned.^^ 

In  his  farewell  message.  Governor  Coles  gave  some 
Tery  sound  advice  which  the  legislature  would  have  done 

^^Xiles'  Register,  xxix,  326. 

^^Illinois  Intelligencer,  June  24,  1825. 

^^Niles"  Register,  xxix,  326,  369. 

^-Chicago  American,  December  25,  1840. 

^"Greene   and    Alvord.    Governors'   Letter  Books,   i,    107. 

^*Senate  Journal,  i  Sess.,  1826-27,  p.  22. 


40  THE  DEVELOPMENT  OF  BANKING  IN  ILLINOIS  [398 

well  to  heed,  but  wliicli,  as  we  shall  see,  was  soon  for- 
gotten. He  urged  them  not  to  Increase  the  already  great 
embarrassment  of  the  state's  finances  by  the  enactment 
of  measures  for  the  further  relief  of  the  already  pampered 
debtor.  He  advocated  a  policy  of  non-interference  with 
the  bank,  aside  from  providing  for  a  simple  effective  system 
for  the  settlement  of  its  affairs.  Finally,  he  pointed  out 
the  fact  that  a  speedy  termination  of  the  whole  enterprise 
was  the  only  protection  against  a  total  loss  to  the  state 
from  the  deterioration  of  the  bank's  assets.^^ 

From  the  very  beginning  the  state  bank  proved  to  be 
a  serious  burden  to  the  state's  finances.  The  state's  annual 
revenue  amounted  to  about  |25,000  and  was  derived  almost 
wholly  from  the  land  lield  by  non-residents  in  the  region 
still  known  as  the  military  tract,  lying  north  and  west  of 
the  Illinois  River.  The  residents  of  the  state  paid  their 
taxes  to  the  counties  every  year,  while  the  state  collected 
from  the  non-residents  only  every  other  year.*"^  As  early 
as  1822  the  state  auditor  had  pointed  out  that  some 
measure  should  be  adopted  for  the  relief  of  public  officers 
who  were  receiving  their  salaries  in  bank  paper  at  par 
and  paying  for  goods  at  a  discount  of  more  than  fifty  per 
cent.  He  contended  that  the  non-resident  taxpayer  met 
but  half  of  his  real  obligation  to  the  state  by  paying  in 
bank  notes  and  furthermore  he  escaped  all  the  attendant 
currency  ills  which  a  resident  was  compelled  to  suffer.^' 
Thus  it  can  be  seen  that  the  depreciation  of  state  paper, 
while  it  decreased  the  real  revenue  on  one  hand,  caused 
an  increasing  clamor  for  a  greater  expenditure  on  the 
othei*.  As  this  was  a  matter  that  concerned  the  members 
of  the  general  assembly  in  a  personal  way,  prompt  action 
was  taken  upon  the  auditor's  suggestion.  Six  weeks  later, 
an  act  had  been  ])asscd  and  a])])roved  api)ropriating  nine 
dollars  a  day  each  to  the  speakers  of  the  two  houses  in 
place  of  the  usual  per  diem,  of  five  dollars."*^    Each  senator 

^•'Senate  Journal,  i  Sess..  1826-27,  p.  22. 

^"Ford,  History  of  Illinois,  47.    This  was  regarded  as  a  great  injustice 
to  the  residents  of  the  state. 

^''Laws  of  Illinois,  1822-23,  p.  227. 
^^Ibid.,  164,  Section  2. 
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and  representative  was  required  to  write  on  a  slip  of  paper 
the  sum  he  was  willing  to  accept  provided  it  did  not  exceed 
seven  dollars  per  day.  The  previous  compensation  had 
been  three  dollars  and  a  half.  As  for  other  state  officers, 
the  auditor  was  instructed  to  allow  them  fifty  per  cent 
more  than  the  constitution  specified. ^^ 

Since  the  available  fund  of  bank  notes  in  the  treasury 
was  not  sufficient  to  meet  more  than  half  of  the  state's 
current  obligations  the  auditor  was  authorized  to  issue 
his  warrant  bearing  six  per  cent  interest  for  the  rest.^^^ 
The  notes  and  warrants  circulated  side  by  side,  both  de- 
preciating until  in  1825  the  legislature  was  compelled  to 
make  further  provision  for  public  officers.  Accordingly 
the  appropriation  bill  of  1825  provided  that  a  committee 
consisting  of  the  treasurer,  the  secretary  of  state  and  the 
cashier  of  the  principal  bank  should  determine  at  the  be- 
ginning of  each  month  the  rate  at  which  the  treasurer 
should  pay  out  warrants  and  notes  during  the  ensuing- 
month.  For  the  time  being  the  auditor  was  instructed 
to  rate  the  notes  of  the  bank  at  three  dollars  for  one  in 
specie.^^^  In  other  words,  the  state  was  borrowing  money 
at  the  rate  of  two  hundred  per  cent  interest.  The  result 
was  that  the  ordinary  expenses  of  about  $30,000  were  in- 
creased threefold  without  any  increase  in  inconie.^^^  The 
gap  that  was  made  by  the  destruction  of  bank  notes  was 
soon  more  than  filled  by  warrants.  In  a  way  it  would 
have  been  better  to  have  retained  the  notes,  for  they  cir- 
culated more  freely  and  their  expense  to  the  state  was 
less.  Furthermore,  the  issue  of  $107,000  in  warrants  in 
a  single  year  served  to  keep  down  the  value  of  the  notes. 
The  warrants  as  well  as  the  bank  notes  were  eagerly  seized 
upon  by  non-residents  and  speculators  for  the  purpose  of 
paying  their  state  taxes.^^^     Notwithstanding  this  handi- 

^^Lazcs  of  Illinois,  1822-23,  166,  Section  6. 
^"""Ibid.,  Section  7. 
^'^'^Laius  of  Illinois,  1824-25,  p.  182. 

i°-Ford,  History  of  Illinois,  48;  Edwards,  Life  and  Times  of  Edwards,, 
203. 

^""^Ibid.,  213-15. 
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cap,  however,  the  attendant  increase  in  the  value  of  the 
bank's  paper  following  the  retirement  of  the  $100,000 
indicated  that  the  destruction  of  the  notes  had  engendered 
a  feeling  of  confidence  in  the  state's  integrity.  The  legis- 
lature demonstrated  its  optimism  by  the  passage  of  an  act 
which  provided  that  the  rate  at  which  state  paper  should 
be  paid  out  after  February  17,  1827,  was  to  be  determined 
by  the  same  committee  that  had  been  performing  this 
service,  but  that  they  should  hold  only  quarterly  meetings. 
They  were  instructed  to  continue  this  duty  until  March, 
1830.  At  each  meeting  they  were  to  decrease  the  treasury 
discount  on  the  notes  by  at  least  two  and  one-half  per 
cent.  At  this  rate,  by  March,  1830,  the  notes  would  be  paid 
out  of  the  treasury  on  a  par  with  gold.^*^^ 

The  Illinois  courts  had  been  given  to  an  arbitrary 
scaling  down  of  the  debts  of  individuals  against  whom 
the  bank  had  obtained  judgment.  This  practice  was 
ordered  discontinued.  Thereafter,  in  cases  where  judg- 
ment was  rendered,  the  defendant  could  elect  to  pay 
specie  or  bank  notes.  If  he  chose  the  former  his  debt  was 
reduced  to  the  actual  specie  value  of  state  bank  notes; 
otherwise  he  must  pay  the  whole  amount  of  the  face  of  the 
judgment.  The  same  option  was  granted  to  persons  who 
purchased  property  sold  by  the  bank  to  satisfy  a  judg- 
ment.^ "^ 

The  resignation  of  Senator  Edwards  to  accept  the 
position  of  minister  to  Mexico  had  left  a  vacancy  for 
the  next  legislature  to  fill,  but  before  it  assembled  Edwards 
had  resigned  his  post  and  engaged  in  the  controversy  de- 
scribed in  connection  with  the  Bank  of  Edwardsville. 
Upon  the  convening  of  tlie  general  assembly  lie  announced 
his  candidacy  for  his  former  seat  in  the  T'nited  States 
senate.  But  his  liostility  to  banks  liad  aroused  the  0])posi- 
tion  of  a  numhei-  of  inllnential  men  in  addition  to  his  old 
political  enemies  and  he  was  defeated.  Shortly  after- 
wards he  announced  his  candidacy  for  governor  on  an 
-ant i-1  tank    i)latform.      With    a    comparatively    unknown 

i"-«LacC'.y  of  Illinois,  1826-27,  p.  82. 
^'^^'Rcviscd  Code,  1829,  p.  164. 
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opponent  and  a  long  record  of  public  service  Edwards  had 
the  advantage  from  the  start.  He  traversed  the  state  from 
end  to  end,  attacking  the  bank  and  everyone  connected 
with  it.  He  accused  its  officers  of  mismanaging  its  affairs 
and  of  employing  methods  of  business  that  were  a  menace 
to  the  public  welfare.  The  record  of  the  legislature  in  the 
field  of  bank  legislation  was  subjected  to  a  storm  of  criti- 
cism and  baleful  consequences  of  the  whole  undertaking 
were  pictured  to  his  audiences  of  backwoodsmen.  Edwards 
was  elected  by  a  plurality  of  five  hundred  votes,  but  the 
legislature  continued  to  be  dominated  by  his  enemies.^"^^ 

In  his  inaugural  address^"^'  to  the  legislature  Governor 
EdAvards  gave  a  lengthy  review  of  the  history  of  the  state 
bank  and  the  effect  of  its  paper  upon  the  community.  But 
he  considered  the  note  issue  itself  of  minor  importance  as 
a  cause  of  the  deplorable  conditions  that  prevailed.  It 
was  his  belief  that  the  constant  interference  by  the  legis- 
lature between  debtor  and  creditor,  as  well  as  the  lavish 
increases  in  salary  voted  in  the  face  of  an  empty  treasury 
were  responsible  for  most  of  the  difficulty.  He  admitted, 
however,  that  the  existing  state  of  affairs  was  not  entirely 
due  to  unwise  legislation,  and  recognized  the  natural 
scarcity  of  sound  currency  in  pioneer  communities  and 
the  heavy  purchase  of  public  land  as  contributory  causes. 
On  the  whole,  the  address  gives  an  adequate  and  fairly 
accurate  picture  of  the  conditions  that  confronted  the 
new  administration.  But  Edwards  was  not  content  to 
stop  at  this  point.  He  proceeded  to  berate  the  officers 
of  the  bank  for  "gross  fraud  and  imposition,  aggravated 
by  the  clearest  moral  perjury."  He  considered  past  in- 
vestigations as  generous  applications  of  white  wash  and 
urged  the  legislature  to  exercise  its  right  of  impeachment 
and  trial  of  the  delinquent  officers. 

The  more  or  less  general  charges  contained  in  the 
governor's  message  were  followed  by  specific  indictments 
contained  in  several  special  messages.     The  purport  of 

^"•"'Ford,  History  of  Illinois,  64;  Edwards,  Life  and  Times  of  Edwards, 
209-12. 

^°~Senate  Journal,  1826-27,  pp.  46  flf. 
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these  messajies  was  that  tlie  late  president,  directors  and 
cashier  of  the  ln'anch  bank  at  Edwardsville  had  been 
gniltv  of  a  viohition  of  the  state  bank  act  of  1821.  William 
Kinney,  a  prominent  political  opponent  of  Edwards,  was 
accused  of  nusmana.u'inii-  the  affairs  of  this  branch  while 
on  the  board  of  directors.  The  principal  charge  against 
him  was  that  he  was  involved  in  the  loan  of  |2000  made 
upon  a  piece  of  real  estate  which  upon  execution  was 
valued  at  |737  and  disposed  of  for  |500.  It  will  be  remem- 
bered that  the  law  of  1821  provided  that  no  loan  on  real 
estate  sliould  be  made  unless  the  property  was  worth 
doul)le  the  amount  of  the  loan.  The  loan,  according  to 
Edwards,  was  made  for  the  purpose  of  buying  a  printing 
press  with  which  to  conduct  the  fight  for  the  adoption  of  a 
pro-slavery  anuaidment  to  the  state  constitution.^"^ 

Other  cliarges  were  brought  by  Edwards  against 
Judge  Smith,  the  cashier  of  the  branch.  Smith  was  ac- 
cused by  the  governor  of  having  violated  every  provision 
of  the  bank's  charter  dealing  with  the  lending  of  the  notes, 
and  of  showing  the  grossest  partiality  and  carelessness 
in  handliug  the  payment  of  loans.  Judge  Smith  was  a 
politician  of  considei'able  ability  and  succeeded  in  uniting 
the  opponents  of  Edwards  so  efi'ectively  that  the  committee 
a])poiuted  to  investigate  the  charges  were  favorable  to 
the  accused  officials  from  the  start.  Tlie  evidence  shows 
that  the  l)T'an('h  had  been  run  in  a  very  reckless  manner, 
to  say  the  least.  Its  officers  luul  so  many  political  allinnces 
that  they  were  forced  to  show  partiality  in  their  handling 
of  the  bank's  business.  After  the  committee  had  made  a 
lengtliy  examination  of  witnesses  and  ])ai)ers  and  i-epcu'ted 
favorably  to  the  accused,  the  House  resolved  that  no 
evidence  had  been  presented  against  the  accused  officials 
wliich  woubl  "justify  tlie  belief  that  they  acted  corruptly 
and  with  bad  faitii  in  the  management  of  said  bank."^"^ 

During  the  same  session  the  governor  attacked  the 
cashier  of  the  priuci])al  bank  in  a  nu'ssage  which  contained 
nine  specilic  instances  of  violation  of  the  state  law.     In 

^"'^Housc  Journal,  182(3-27,  pp.  409-1 1,  418,  459-61,  504  flf. 
i«»/^i-c/.,  p.  595- 
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this  message,  he  made  the  further  charge  against  Judge 
Smith  that  he  still  had  in  his  possession  unlawfully  a 
large  part  of  the  bank's  cash.  These  charges  were  like- 
wise referred  to  a  committee  which  took  action  similar  to 
that  in  the  Edwardsville  case.^^*^  In  the  meantime,  a  joint 
committee  appointed  to  examine  the  state  bank,  count 
its  money  and  find  out  if  the  "retirement  clause"  was  be- 
ing fulfilled  reported  that  the  affairs  of  the  bank  were 
being  "properly  and  correctly  managed."^  ^^ 

Edwards  afterwards  retracted  some  of  the  statements 
he  had  made  about  prominent  bank  officials,  but  continued 
his  hostility  to  banks  during  the  rest  of  his  term.^  ^- 

His  letter  book  during  this  period  is  largely  filled  with 
demands  for  information  as  to  illegal  acts  done  accompa- 
nied by  threats  of  remoyal  from  office.  These  letters  were 
regarded  as  the  attacks  of  a  personal  enemy  rather  than 
the  official  acts  of  a  chief  executiye.^  ^'^  Edwards  was 
especially  anxious  to  obtain  any  information  that  could 
be  used  against  his  enemies  in  the  legislature  and  in  one 
letter  requests  the  auditor  to  prepare  for  him  a  list  of  the 
members  of  the  general  assembly  who  haye  failed  to  meet 
their  debts  to  the  bank  together  with  the  respectiye 
amounts.^  ^^ 

Xotwithstanding  the  hostility  of  the  legislature  to  the 
Edwards  policies  and  the  relationship  that  existed  between 
its  members  and  the  bank,  some  progress  was  made  toward 
protecting  the  state's  interests  in  the  settlement  of  the 
bank's  affairs.  The  salaries  of  the  cashiers  of  the  principal 
bank  and  branches  were  reduced  to  fiye  hundred  and  four 
■hundred  state  paper  dollars  respectiyely.  Thereafter  the 
questionable  practice  on  the  part  of  bank  officers  of  ap- 
propriating large  sums  for  current  expenses  was  forbidden. 
For  all  such  expenditures  a  specific  appropriation  from  the 
legislature  was  now  required.^  ^^     The  president  of  the 

^^'^House  Journal,  1826-27,  4IS,  4i6- 

^i^Senate    Journal,    1826-7,    242-3. 

^^-Knox,  History  of  Banking,  718. 

^^^Greene  and  Alvord,  Governors'  Letter  Books,  i,  116-24,  133. 

^^*Ibid.,  120. 

'^'^^Laws  of  Illinois,  1826-27,  p.  377,   Sections  i.  2. 
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state  bank  was  no  longer  to  receive  compensation  for 
liis  services. ""^^  The  cashier  Avas  ordered  to  place  all  out- 
standing promissory  notes  of  less  than  one  hundred  dollars 
in  the  hands  of  a  justice  of  the  peace."'  The  small  amount 
of  individual  deposits  was  to  be  returned  to  the  depositors 
and  thereafter  none  but  state  and  school  funds  were  to  be 
received.  In  order  to  protect  the  state's  interest  the 
casliier  of  the  principal  bank  was  empowered  to  bid  in 
property  sold  by  the  bank  for  judgment  if  the  other  bids 
were  too  low."** 

On  the  other  hand  the  appreciation  of  the  state  paper 
to  sixty  or  seventy  cents  led  to  a  demand  for  further  relief 
to  bank  debtors.  In  spite  of  the  fact  that  unreasonable 
leniency  had  already  been  shown  to  this  class  and  that  any 
further  indulgence  Tvould  delay  the  linal  settlement  of  the 
bank's  business  and  thus  place  a  greater  burden  upon  the 
already  embarrassed  state  treasury,  a  law  for  the  relief 
of  debtors  was  passed.  It  provided  that  any  debtor  to  the 
bank  who  was  in  default  of  payment,  even  if  judgment 
had  already  been  rendered,  should  be  forgiven  for  his 
past  delinquency  and  allowed  to  renew  his  note  or  mort- 
gage. However,  he  must  agree  to  pay  the  back  instalments 
and  interest  and  any  court  costs  that  may  have  been  in- 
curred."'' All  courts  were  forbidden  to  issue  executions 
against  bank  debtors  for  three  months  after  the  passage 
of  the  act.^^*^  In  case  the  proceedings  against  a  bank 
debtor  had  gone  so  far  that  the  sheriff  was  about  to  seize 
the  proi)erty  of  the  debtor  upon  an  execution,  the  debtor 
could  by  arranging  with  the  bank  for  the  renewal  of  the 
obligation,  compel  the  sheriff  to  return  the  writ,  marked: 
"Satistied  by  the  renewal  of  the  debt  to  the  bank  by  the 
defendant. *'^2'  It  was  natural  that  such  a  trifling  policy 
on  the  part  of  the  state  should  lead  to  an  attitude  of  con- 

''"Laxc'j  of  Illinois,  1826-27,  p.  sjj,  Section  3. 

^'^'Ibid.,  Section  4. 

^^^Ibid..  Section  5. 

^^^Ibid.,  Section  i. 

^-°L(ni's  of  Illinois,   1826-27,  p.  376,   Section  2. 

^'^^Ibid.,  Section  3. 
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tempt  on  the  part  of  the  debtor.  Accordingly,  in  spite  of 
a  most  earnest  protest  on  the  part  of  Governor  Edwards,^^^ 
additional  inducements  were  demanded  and  granted  on 
the  ground  that  former  measures  had  not  been  effective. 
This  time  provision  was  made  for  the  remission  of  all 
interest  if  a  debtor  would  sign,  by  September  1,  1829, 
three  new  notes  by  which  he  agreed  to  pay  his  obligation 
to  the  bank  in  three  annual  instalments,  on  the  first  of 
May,  1830;  1831,  and  1832,  respectively.  If  instead  of 
signing  the  notes  he  chose  to  settle  in  full  by  September  1, 
1829,  he  was  to  receive  a  discount  of  ten  per  cent  and  was 
absolved  from  all  interest.  If  he  paid  by  July  1,  1830, 
his  interest  was  deducted  but  no  further  rebate  was 
grven}^^  The  act  also  provided  that  as  a  step  toward  the 
final  settlement  of  the  bank's  business  the  office  of  cashier 
of  the  principal  bank  be  abolished  and  the  state  treasurer 
made  ex  officio  cashier.  The  work  of  collection  was  turned 
over  to  the  attorney  general  and  the  various  states  at- 
torneys who  received  two  and  a  half  per  cent  on  all  col- 
lections made.^-^ 

When  the  first  of  September  arrived  and  it  was  seen 
that  the  bank  debtors  were  not  taking  advantage  of  the  in- 
dulgence granted  them.  Governor  Edwards  issued  a  procla- 
mation announcing  his  intention  to  show  no  further  mercy 
in  his  prosecution  of  the  state's  claims.^ ^^ 

The  same  year  (1829)  Governor  Edwards  became  in- 
volved in  another  controversy  with  the  treasury  depart- 
ment at  Washington.  The  state  was  entitled  to  draw  as  a 
school  fund  from  the  federal  treasury  three  per  cent  of 
the  proceeds  from  the  sale  of  public  land  in  Illinois.  The 
secretary  of  the  treasury  became  convinced  that  this  money 
was  not  being  put  to  its  intended  use  and  ordered  the  an- 
nual payment  for  1829  to  be  withheld.  Governor  Edwards 
was  a  strong  believer  in  state's  rights  and  resented  any 
interference  on  the  part  of  a  federal  officer.    Consequently 

i-^Governor's  message,   1828. 

'^-^Laws  of  Illinois,  1828-29.  pp.  167-69. 

^-^Greene  and  Alvord,  Governors'  Letter  Books,  i,  148,  149. 
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lie  demanded  the  immediate  payment  of  the  money;  but 
it  was  withlield  until  the  secretary's  protest  was  heeded. 
The  whole  difficulty  arose  over  the  validity  of  the  practice 
of  the  school  fund  commissioners  in  investing  the  funds 
in  state  bank  notes.  These  notes  were  then  exchanged  at 
the  auditor's  office  for  certificates  of  indebtedness  and  the 
state  thereby  came  into  possession  of  more  currency  with 
whicli  to  meet  its  heavy  obligations.  Edwards  justified 
this  diversion  of  the  school  money  from  its  proper  chan- 
nels with  the  assertion  that  as  soon  as  the  state  could  ar- 
range its  disordered  finances  it  would  deal  liberally  with 
its  common  schools.^ -^' 

The  year  1830  witnessed  another  struggle  for  the 
governorship,  with  the  bank  as  the  leading  issue.  Lieuten- 
ant-Governor Kinney,  who  it  will  be  remembered  had  been 
under  suspicion  during  the  investigation  of  the  Edwards- 
ville  branch,  was  a  candidate  against  John  Reynolds, 
formerly  a  judge  of  the  supreme  court  of  Illinois.  It  was 
but  natural  that  the  whole  Edwardsville  scandal  should 
be  unearthed  and  freely  aired  during  the  campaign.  Kin- 
ney took  the  position  that  he  shovdd  be  rewarded  for  the 
years  of  labor  and  sacrifice  spent  in  trying  "to  bolster 
up  the  state  bank."  He  stated  that  over  twenty  thousand 
dollars  in  specie  was  due  him  at  the  time  the  bank  opened. 
He  accepted  bank  notes  at  par  as  a  matter  of  patriotic 
duty  to  the  state  and  subsequently  paid  most  of  them  out 
at  thirty  to  thirty-five  cents  on  the  dollar.  He  cited  the 
favorable  showing  of  the  Edwanlsville  branch  as  well  as 
his  exoneration  by  the  legislature  as  the  best  evidence  of 
his  ability  and  honesty  in  an  office  of  trust. ^-" 

The  opponents  of  the  bank  had  an  able  candidate  in 
Judge  Reynolds.  In  his  speeches  during  the  campaign 
he  insisted  that  he  had  always  oj)j)osed  the  bank,  that  he 
voted  against  its  establishment,  and  that  the  people  would 
have  to  bear  a  heavy  burden  of  taxation  on  account  of  the 
sins  of  bank  officials,  like  his  opponent.     The  friends  of 

i-«Edwards.   Life  and   Times  of  Edzvards,   548,  549;   lUijwis  hitelli- 
gcncer,  February  5,  1831. 

^-'Illinois  Intelligencer,  .Vpril   10,  1830. 
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the  bank,  on  the  other  hand,  pointed  out  that  Judge  Rey- 
nolds was  a  borrower  from  the  bank  and  as  a  member  of 
the  legislature  could  always  be  counted  upon  to  support 
the  various  relief  measures  with  which  his  party  appealed 
to  the  bank  debtors  for  support  at  the  polls.  In  spite  of 
these  accusations,  however,  Judge  Reynolds  was  elected. 

Upon  the  legislature  which  met  in  December,  1830, 
there  devolved  the  difficult  task  of  providing  for  the 
liquidation  of  the  state  bank,  whose  charter  was  to  expire 
during  the  next  year.  The  legislature  of  1821  had  pledged 
all  of  the  state's  resources  present  and  future  to  the  re- 
demption of  the  bank's  notes,  with  the  expectation  that 
the  profits  of  the  business  would  be  more  than  ample  to 
provide  for  a  final  settlement  of  all  liabilities.  But  the 
nearer  the  day  of  reckoning  approached,  the  less  able  was 
the  state  to  meet  its  obligations.  The  bank's  resources 
had  been  allowed  to  dwindle  away ;  while  the  condition  of 
the  state's  finances  was  daily  becoming  more  precarious. 

In  his  report  of  January  1,  1831,  the  state  treasurer 
stated  that  the  amount  still  due  the  bank  was  |98,639.52. 
Of  the  three  hundred  thousand  dollars  issued  in  1821,  |147,- 
742  had  been  redeemed  (mostly  by  a  balancing  of  debits 
against  credits)  and  destroyed.  There  remained,  there- 
fore, 1152,2.58  which  the  state  must  be  prepared  to  redeem 
before  July  1.  To  meet  this  obligation  there  was  to  the 
bank's  credit  |14,899.90  in  cash,  while  the  state  had  to  its 
credit  about  |20,000  more.  The  buildings  of  the  bank 
and  branches  were  estimated  to  be  worth  |5,800.42.  The 
accrual  of  the  state's  ordinary  revenue  and  the  collection 
of  some  of  the  bank's  debts  would  help  swell  the  total 
available  resources.^ '-^'^  At  the  same  time,  however,  a  large 
amount  of  auditor's  warrants  was  outstanding  and  the 
ordinary  expenses  of  the  state  government  had  to  be  met. 

In  his  inaugural  message^-'^  Governor  Reynolds  advo- 
cated the  winding  up  of  the  bank's  business  as  rapidly  as 
consideration  for  the  welfare  of  the  state  and  the  debtors 
would  permit.     He  urged  the  legislature  to  uphold  the 

^'^Senate  Journal,  1830-31,  pp.  181-83. 
'^-^House  Journal,  1830-31,  p.  63. 
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credit  and  character  of  the  state  by  providing  for  the 
prompt  liajanent  of  its  obligations.  It  required  courage 
and  a  high  sense  of  public  duty  to  disregard  the  wide- 
spread sentiment  in  favor  of  repudiation.^  ^*^  Nevertheless 
a  bill  was  passed  by  both  houses  authorizing  the  governor 
to  borrow  a  hundred  thousand  dollars  at  six  per  cent  for 
the  purpose  of  aiding  in  the  redemption  of  bank  paper 
and  auditor's  warrants,  and  replacing  the  money  wrong- 
fully taken  from  the  school  funds.  The  loan  was  to  be 
payable  after  1850  in  specie  or  notes  of  the  United  States 
Bank.^^^  Governor  Reynolds  promptly  entered  into  a 
contract  with  Samuel  Wiggins  of  Cincinnati  for  the  loan 
of  the  entire  amount  but  the  state  treasurer  was  not  per- 
mitted to  draw  upon  Mr.  Wiggins  for  more  than  thirty 
thousand  dollars  before  October  1.  Governor  Reynolds 
very  wisely  based  his  calls  for  the  various  payments  upon 
accurate  data  as  to  the  immediate  needs  of  the  treasury 
and  in  this  way  reduced  the  interest  payments  to  the 
smallest  possible  amount.^ ^-  The  following  account  taken 
from  Governor  Ford's  History  of  Illinois  gives  a  vivid 
picture  of  the  effect  of  the  loan  upon  the  people : 

"The  monej'  was  obtained,  and  the  notes  of  the 
bank  redeemed,  the  honor  of  the  state  was  saved  but  the 
legislature  was  damned  for  all  time  to  come.  The  mem- 
bers who  voted  for  the  law  were  struck  with  consternation 
and  fear  at  the  first  sign  of  public  indignation.  Instead 
of  boldly  defending  their  act  and  denouncing  the  unprinci- 
pled demagogues  who  were  inflaming  the  minds  of  the 
people  these  members  when  they  returned  to  their  con- 
stituents went  meanly  sneaking  about  like  guilty  things 
making  the  most  humble  excuses  and  apologies.  A  bolder 
course  of  enlightening  the  public  mind  might  have  pre- 
served the  standing  of  the  legislature  and  wrought  a  whole- 
some revolution  in  public  opinion  then  much  needed.  But 
as  it  was  the  desti-uction  of  great  men  was  noticeable  for  a 
number  of  years.     The  Wiggins  loan  was  long  a  bye  word 

isopord,  History  of  Illinois,  io6. 

^^'^Laws  of  Illinois,  130-31. 

^^-Greene  and  Alvord,  Governors'  Letter  Books,  i,  162. 
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in  the  mouths  of  the  people.  Many  affected  to  believe 
that  Wiggins  had  purchased  the  whole  state,  that  the 
inhabitants  for  generations  to  come  had  been  made  over 
to  him  like  cattle;  and  but  few  found  favor  in  their  sight 
who  had  anything  to  do  with  the  loan.''^^'^ 

Several  other  laws  relating  to  the  bank  were  passed 
at  the  same  session.  One  of  them  created  a  commission 
for  the  purpose  of  counting  and  destroying  bank  notes.  It 
was  to  meet  every  three  months  to  burn  all  the  notes  re- 
deemed during  that  time,  until  all  the  original  issue  had 
been  destroyed.  The  membership  of  the  commission  con- 
sisted of  the  governor,  the  secretary  of  state  and  the  state 
treasurer.^  ^^ 

An  act  for  the  further  relief  of  bank  debtors  provided 
that  all  who  had  not  availed  themselves  of  the  relief  act 
of  1829  should  be  permitted  to  substitute  for  their  regular 
interest  bearing  obligation  a  non-interest  bearing  note 
payable  on  or  before  May  1,  1832.  If  this  note  was  paid 
before  December  1,  1831,  a  six  per  cent  rebate  was  to  be 
deducted  from  the  principal.  In  order  to  dispense  with 
the  regular  machinery  of  the  bank  as  soon  as  possible,  it 
was  provided  that  after  July,  1832,  the  work  of  collecting 
notes  and  mortgages  due  the  branches  should  be  assigned 
to  the  attorney  general  and  the  states  attorneys.  All 
bank  property  was  to  be  turned  over  to  the  state  treasurer 
as  had  been  done  in  the  case  of  the  principal  bank.  Each 
branch  cashier  was  allowed  two  hundred  and  fifty  dollars 
for  his  services  in  closing  up  his  work,  his  office  to  expire 
on  the  first  Monday  in  December  1832.  After  that  date  all 
bank  property  was  to  be  sold  by  the  attorney  general  and 
the  states  attorneys.^  ^^ 

Even  with  the  instalments  of  the  Wiggins  loan  be- 
coming available  at  frequent  intervals  there  was  danger 
of  a  shortage  of  specie  for  the  redemption  of  notes.  Ac- 
cordingly it  was  provided  that  whenever  a  note  was  pre- 
sented at  the  treasury  and  the  money  for  its  redemption 

i33pord,  History  of  Illinois,  107. 
^^*Laws  of  Illinois,  1830-31,  p.  190. 
^^'^Ibid.,  p.  182. 
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was  not  available,  a  state  ])ond  bearing  six  per  cent  in- 
terest slionld  be  issued,  redeemable  at  the  state's  pleasure, 
provided  the  holder  received  two  months'  notice.  These 
bonds  were  receivable  for  all  dues  to  the  state.  The  treas- 
urer was  instructed  to  devote  all  specie  not  needed  for  cur- 
rent expenses  to  the  redemption  of  bank  notes.^^*' 

In  the  meantime  the  president  and  directors  of  the 
principal  bank  as  well  as  the  various  state  officers  were 
experiencing  considerable  difficulty  in  inducing  James 
M.  Duncan,  the  late  cashier  of  tlie  bank,  to  surrender  the 
property  of  the  bank  to  the  state  treasurer.  The  act  of 
January,  1829,  required  that  he  make  the  transfer  by  March 
1  of  that  year,  but  he  left  Vaiidalia  on  account  of  ill  health 
and  failed  to  comply  with  the  law.  On  November  29 
of  that  year  the  board  of  directors,  having  learned  of  his 
delinquency,  demanded  that  he  surrender  the  bank's  prop- 
erty at  once.  He  promised  to  do  so  immediately  but  did 
not  keep  his  word.  In  April,  1830,  the  circuit  attorney  at 
the  request  of  the  l)oard  entered  suit  against  Duncan  and 
his  bondsmen  for  one  hundred  thousand  dollars  dam- 
ages.^ •^'  In  an  interview  with  the  editor  of  tlie  lUiuois 
Intellif/enccr,  Duncan  stated  that  he  considered  the  law 
abolishing  his  office  as  defective  in  not  providing  for  a 
thorough  checking  up  of  the  transfer  and  therefore  was 
not  willing  to  assume  the  responsibility.^ ^^  The  members 
of  the  legislature  determined  upon  getting  possession  of 
the  money  and  accounts  of  the  bank  without  waiting  for 
the  slow  process  of  court  procedure,  sent  a  joint  c»)m- 
mittee  to  Duncan's  house  and  instructed  them  to  bring 
the  property  in  question  back  with  them.  Duncan  was 
not  at  home  and  liis  wife  declined  to  give  it  u])  on  the 
grounds  that  suits  were  in  i)rogress  against  her  husband 
and  he  needed  the  vouchei's  in  the  preparation  of  his 
case.^^°  Two  weeks  later  Duncan  notified  a  committee 
of  the  senate  that  he  would  leave  the  books  of  the  bank 

^^^Lau's  of  Illinois,  1830-31.  iSr. 
^^''Setiate  Journal,  1830-31.  pp.  172  ff. 
^^^Illinois  Intelligencer,  July  17,  1830. 
^^^Senate  Journal,  1830-31,  p.  189. 
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where  they  could  get  them  but  would  not  deliver  them  in 
person.^'**'  Later  at  a  meeting  held  by  the  committee 
Duncan  was  present  and  a  compromise  was  reached  by 
which  the  legislature  was  to  pass  a  law  providing  for 
three  referees  to  examine  the  books  and  agree  upon  a  set- 
tlement. Accordingly  the  act  of  February  1  was  passed 
providing  for  this  metliod  of  settling  the  controversy.  It 
was  specified  that  the  final  settlement  must  be  ratified  by 
the  general  assembly  and  that  Duncan  was  to  be  allowed 
no  salary  for  services  since  March  1,  1829.  However, 
Duncan  was  compelled  to  agree  in  writing  that  he  would 
abide  by  the  decision  of  the  referees  and  transfer  all  the 
bank's  property  to  the  state  treasurer.^ ^^  Before  a  settle- 
ment was  reached  the  legislature  by  a  joint  resolution  de- 
manded that  Duncan  turn  over  the  money  of  the  bank  at 
once,  but  he  refused  on  the  ground  that  referees  had  been 
provided  to  settle  his  accounts  and  that  he  would  await 
their  decision.^  ^^  When  the  legislature  met  in  December, 
1832,  the  treasurer  reported  that  the  books  of  the  princi- 
pal bank  were  still  in  the  hands  of  the  three  auditors.  The 
cashiers  of  the  branches  had  been  allowed  from  July  4  to 
the  first  Monday  in  December  to  post  their  books  and  hand 
them  over  to  the  treasurer,  but  only  two  had  done  so.^^^ 
Such  incidents  as  these,  while  unimportant  in  themselves, 
are  valuable  for  the  light  they  throw  upon  the  petty  and 
trifling  methods  that  characterized  the  management  of  the 
state  bank. 

With  the  help  of  the  Wiggins  loan  the  work  of  re- 
deeming the  outstanding  notes  was  carried  on  so  ex- 
peditiously that  by  January  5,  1832,  |289,000  of  the  issue 
of  three  hundred  thousand  had  been  redeemed  and 
destroyed.^ ^^  Three  years  later  the  treasurer  reported  that 
16554.50  worth  of  the  notes  had  not  yet  been  presented. 
Considering  the   comparatively   large   per   cent   of  notes 

^*°Senate  Journal,  1830-31,  p.  273. 
^*''^Lait's  of  Illinois,  1830-31,  pp.  178-179. 
^^-Senate  Journal,  1830-31,  p.  359. 
^*^Ibid.,  1832-33,  pp.  72,  73. 
^**Ibid.,   1832-33,  p.  240. 
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that  were  liable  to  be  destroyed  or  mislaid,  this  is  not  a 
siii'prisinfi'  j)ropoi-tioii  of  the  whole  issiie.^^' 

The  lejiishitm-e,  either  for  political  reasons  or  on  ac- 
count of  the  bank's  debt,  passed  another  relief  law  for 
debtors  to  tlie  bank.  It  was  provided  that  in  case  any 
debtor  settled  his  account  with  the  bank  before  January 
1,  1834,  all  of  tlie  interest  and  ten  per  cent  of  the  principal 
should  be  deducted  provided  the  total  rebate  did  not  exceed 
twenty-fiye  per  cent.  The  law  further  provided  that  if  in 
the  judgment  of  the  court  the  settlement  of  a  decedent's 
obligations  with  the  bank  would  distress  a  widow  and 
orplians  the  court  could  declare  the  debt  cancelled.^ ^^^  As 
a  climax  to  the  long  series  of  acts  granting  relief  to  debtors 
the  supreme  court,  the  following  December  (1833),  in 
the  case  of  Linn  vs.  State  Bank  to  which  reference  has 
already  been  made,  decided  that  the  act  authorizing  the 
bank  was  unconstitutional. 

The  effect  of  this  release  of  debtors  from  all  obligation 
to  tlie  bank  was  to  increase  the  already  great  burden  of  the 
state  by  the  amount  that  ultimately  would  have  been  col- 
lected from  these  persons.'^"  Notwithstanding  the  effect 
of  tlie  above  decision,  the  legislature  (1834-35)  passed  the 
benefit  act  of  February  14,  1835  in  the  evident  hope  of 
half  coercing,  half  coaxing  the  debtors  to  settle  and  ease 
their  consciences.  The  act  provided  that  all  persons  still 
indebted  to  the  bank  should  be  allowed  to  pay  their  debts 
in  three  annual  instalments,  and  that  all  past  interest  and 
twenty-five  per  cent  of  the  original  principal  should  be 
remitted  at  the  time  of  granting  the  new  accommodation. 
However,  if  a  person  took  advantage  of  this  offer,  all  right 
to  the  use  of  a  plea  of  unconstitutionality  was  to  be  for- 
feited.^ ^« 

In  the  prei)aration  of  his  annual  report^^^  for  1834 
the  treasurer  of  the  state  made  a  thorough  examination  of 
the  books  and  papers  of  the  bank  and  branches  with  a 

^^■'Ibid.,  1834-35,  p.  295. 
""La cC'j  of  Illinois,  1832-33,  p.  584. 
'^*'Alton  Spectator,  December  21,  1833. 
^*^Laws  of  Illinois,  1834-35,  P-  67. 

i-'^The  report  of  the  treasurer  upon  which  tlie  contents  of  this  para- 
grapli  are  based  is  found  in  Senate  Journal,  1834-35,  P-  295. 
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view  to  furnishing  the  legislature  with  a  complete  resume 
of  their  affairs;  but  in  every  case  careless  bookkeeping 
prevented  his  obtaining  reliable  data.  The  branch  of 
Shawneetown  had  been  operated  during  the  entire  six 
year  term  of  its  first  cashier  without  any  account  being 
kept  against  debtors,  or  any  other  reliable  record  of  its 
operations  made.  The  second  cashier  had  tried  to  supply 
this  deficiency  but  found  the  task  a  hopeless  one.  The 
cashier  at  Brownsville  had  but  recently  been  appointed  to 
the  position  and  was  unable  to  be  of  assistance  to  the 
treasurer.  The  officers  of  the  principal  bank  upon  re- 
linquishing their  duties  in  December,  1832,  had  rendered  an 
account  to  the  state  but  the  treasurer  found  it  to  be  in- 
complete and  unreliable.  However  an  analysis  of  its 
various  items  is  of  some  value  in  so  far  as  it  reveals  the 
character  of  the  whole  undertaking  and  its  great  cost  to 
the  state.  The  statement  rendered  by  the  bank  is  as 
follows : 

Debit 

To  capital  $299,910.38 

To  balance  i8.550.39 

To   amount   of   discounts   received 59,059.21 

$377,520.48 
Credit 

Amount  of  notes  received  from  principal  bank $183,424.99 

Expenses  of  bank  and  branches  57,302.26 

Notes,  etc.,  due  the  bank 79,510.34 

.\llo\ved  for  two  per  cent  interest 5,403.23 

Discounts  under  act  of  1829  1,380.04 

Allowed  for  prompt  payment 2,140.00 

Due  by  late  cashier  27,439.21 

Real  estate  unsold  and  suspended  interest 5,129.26 

Loss  on  sale  of  real  estate 4,689.50 

Appropriations  paid  at  Shawneetown 832.50 

Profit  and  loss,  Brownsville  3,764.96 

Banking  house  (cost)  6,305.62 

Cash  received  previous  to  December  3,   1832 138.57 

$377,520.48 

The  first  item  charged  to  the  bank,  "capital,"  repre- 
sents the  total  issue  of  notes.    These  had  been  turned  over 
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by  the  state  to  the  bank  and  branches  and  they  had  loaned 
them  out  at  six  per  cent  interest  which  amounted  to 
159,059.21,  the  third  item  in  the  liability  column.  The  re- 
maining item,  "balance,"  seems  to  have  been  merely  a  book- 
keeping device  to  make  the  two  columns  balance.  On 
the  asset  side  of  the  statement  the  bank  is  credited  with 
having  returned  to  tlie  state  |183,424.99  of  the  total  note 
issue  but  the  books  of  the  state  treasurer  showed  that  only 
$162,326.63  had  been  repaid  by  the  bank.  At  the  time  the 
enterprise  was  projected  it  was  expected  that  its  earnings 
would  exceed  the  total  cost  to  the  state  and  so  far  as 
the  current  expense  account  of  the  bank  is  concerned,  the 
statement  shows  it  to  have  been  almost  |2,000  less  than 
the  total  earnings;  but  Mr.  Dement,  the  state  treasurer, 
pointed  out  that  a  large  part  of  the  discounts  earned  was 
uncollectible  and  that  the  |5,403.23  allowed  in  interest  to 
note  holders,  |1,380.04  and  |2,140.00  granted  as  rebates 
for  prompt  payment  of  loans,  should  be  added  to  the  cur- 
rent expense  account.  The  bank  had  already  lost  |3,764.96 
from  bad  debts  and  bad  management  at  Brownsville  and 
|4,689.50  on  real  estate  bid  in  at  judgment  sales  under 
its  own  mortgages  and  later  sold  at  a  sacrifice.  The  bank- 
ing house  at  Vandalia  is  listed  at  its  original  cost  but  Mr. 
Dement  estimated  that  this  item  as  well  as  "real  estate  un- 
sold'' and  "notes,  etc.,  due"  would  suffer  a  great  shrinkage. 
In  January,  1835,  in  fact,  the  book  assets  of  the  bank  were 
listed  at  |1 09,127  but  on  account  of  the  death  or  insolvency 
of  a  number  of  debtors  as  well  as  tlie  decision  that  the  bank 
act  was  unconstitutional  the  treasurer  estimated  that  their 
real  value  was  between  seven  and  eight  thousand  dollars. 
An  examination  of  the  treasurer's  reports  for  a  number 
of  years  after  this  date  shows  that  the  estimate  was  not 
far  wrong.^^*^  At  the  time  the  above  statement  was  made 
(December,  1832),  |27,489.21  in  money  and  other  valuables 
was  still  in  the  hands  of  the  late  casliier,  Mr.  Duncan, 

^^"Receivcd  from  bank's  assets  November  30,  1834,  to  November  30, 
1835.  $2,502.18;  from  November  30,  1835,  to  November  30,  1836,  $1,053.94; 
from  July  i,  1837,  to  November  30,  1838,  $169.00;  from  November  30,  1838, 
to  November  30,  1839,  $385.54. 
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pending  an  examination  of  his  accounts,  but  as  lias  been 
noted  in  another  connection  this  amount  was  soon  paid 
into  the  state  treasury. 

From  data  obtained  from  numbers  of  the  Illinois 
Advocate,  Vandalia,  and  from  the  report  of  the  treasurer, 
the  writer  has  compiled  a  table  showing  the  general  condi- 
tion of  each  of  the  four  branches  at  the  expiration  of  the 
bank's  charter  :^^^ 

There  is  no  accurate  record  of  the  total  loss  entailed 
by  the  state  from  the  operations  of  the  bank.  Such  a 
record  would  include  the  loss  of  revenue  from  depreciated 
currency,  increased  appropriations  necessary  in  order  to 
meet  the  state's  obligations  with  paper  money,  the  loss 
from  loans  which  were  neyer  repaid  and  the  interest  on 
indebtedness  incurred  because  of  the  lack  of  dependable 
funds  in  the  treasury.  The  last  named  item  would  in- 
clude the  interest  paid  on  auditor's  warrants,  fund  bonds, 
and  on  the  Wiggins  loan. 

Ford  estimates  that  the  state  lost  more  than  $150,000 
by  accepting  bank  notes  at  the  treasury  and  that  its 
expenditures  were  increased  §150,000  more  by  meeting  its 
obligations  with  this  paper.  He  also  estimates  the  amount 
of  loans  neyer  repaid  at  §100,000.^^-  The  Alton  Spectator 
in  1834  estimated  that  because  of  the  bank  the  state  debt 
up  to  that  time  had  been  increased  by  |460,000.^^^     As 


^^'^lUinois  Advocate,  October  14,  28,  November  11,  1831,  January  20, 
1832;  Treasurer's  Report  in  Senate  Journal,  1834-35,  P-  -95-  The  starred 
items  are  taken  from  the  treasurer's  report. 

Edwards-     Browns-  Pal-          Shawnee- 

ville               ville  myra            town 

Bank  notes  originally  received. .$83, 516.00    $48,834.00  $47,265.00  .  $84,685.00 

Expenses  11,501.31         9,315.88  7,588.41       21,576.31 

Probable  loss  10,000.00     unknown  2,924.51     unknown 

Amount  of  loans  repaid 78,064.38     unknown  36,467.18     unknown 

Amount  still  due 21,982.07     unknown  4,410.17      44,140.85 

Bank  notes  retired 66,253.00      26,989.94  42,563.36      44,460.57 

Debts  in  collector's  hands 20,764.19      *7,686.57  not  given     *35,992.98 

Paid  by  debtor  under  relief  act       966.82           628.00  335-25         *667.3i 

"2Ford,  History  of  Illinois,  48. 

^"January  25,  1834. 
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Knox  points  out,  estimates  of  the  loss  to  the  state  treas- 
ury do  not  afford  an  accurate  view  of  the  total  damage 
inflicted  by  the  state  bank.  The  losses  to  individuals,  the 
injury  inflicted  upon  the  economic  activities  of  a  pioneer 
community  and  the  impairment  of  the  state's  credit  can- 
not even  be  estimated.^ ^^  According  to  a  writer  of  the 
period,  the  industry  and  thrift  that  characterized  the  three 
years  following  the  dissolution  of  the  bank  brought  more 
genuine  relief  to  debtors  "than  could  ten  such  banks."^^^ 

^"*Knox,  History  of  Banking  in  the  United  States,  716. 
^''W.  H.  Brown,  in  Chicago  American,  December  25,  1840. 


CHAPTER  IV 

BAXKIXG  AND  INTERNAL  IMPROVEMENTS. 

With  the  winding  up  of  the  affairs  of  the  old  state  bank 
in  1831  came  a  brief  period  of  relief  so  far  as  the  existence 
of  local  banks  of  issue  was  concerned.  The  legislature  not 
only  defeated  all  banking  projects  that  were  presented  to  it 
at  its  sessions  in  1830-31  and  1832-33,  but  acts  of  incorpora- 
tion of  all  sorts  contained  clauses  prohibiting  the  exer- 
cise of  banking  powers.  In  the  senate,  however,  there  was 
a  strong  sentiment  in  favor  of  establishing  a  bank  on  a 
specie  basis;  in  fact,  in  1833  a  project  of  this  character  was 
lost  by  a  single  vote.^  Failing  in  this  effort  the  friends  of 
the  proposed  measure  sought  to  prevail  upon  Governor 
Reynolds  to  call  the  legislature  in  special  session,  but  he  re- 
fused to  act  on  the  ground  that  conditions  were  not  yet 
ripe  for  such  an  institution.- 

In  the  gubernatorial  campaign  of  1831  General  Dun- 
can, the  successful  candidate,  although  a  partisan  of  the 
United  States  bank  refused  to  make  tliat  institution  a  local 
issue  and  thus  avoided  the  alienation  of  the  Jackson  men.-^ 
Governor  Reynolds  resigned  a  short  time  before  the  in- 
auguration of  Governor  Duncan,  the  office  being  filled  for 
the  time  being  by  Acting  Lieutenant-Governor  Ewing,  a 
friend  of  state  banking.  In  his  message  to  the  legislature 
which  assembled  in  December,  1831,  Mr.  Ewing  urged  the 
immediate  establishment  of  a  state  bank  "upon  a  solid 
gold  and  silver  reality."^  The  next  day  Governor  Duncan 
delivered  his  inaugural  address  in  which  he  asked  the  leg- 
islature to  deal  with  the  banking  question  with  the  great- 
est caution.  He  granted  that  "banks  may  be  made  useful 
in  society"  but  he  insisted  that  a  system  of  banking  which 
would  successfully  meet  the  peculiar  conditions  prevailing 
in  Illinois  had  not  yet  been  worked  out.^ 

^Sangamo  Journal,  March  9,  1833. 
^Alton  American,  November  22,  1833. 
^Short,  History  of  Morgan  County,  691. 
^Senate  Journal,  1834-35.  P-  12. 
'•Ibid.,  13. 
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Meanwhile  the  state  had  begun  to  recover  from  the 
follies  of  the  fiat  paper  days  in  spite  of  the  fact  that  occa- 
sional foreign  bank  notes  found  their  way  into  the  channels 
of  local  trade.  The  treasury  was  now  able  to  meet  its  obli- 
gations with  cash  and  the  general  prosperity  of  the  com- 
munity was  equally  encouraging.^  As  this  situation  con- 
tinued, the  need  of  more  currency  and  adequate  banking 
facilities  became  recognized.  After  the  burning  of  the 
notes  of  the  old  state  bank  and  the  failure  of  so  many  of 
the  "paper  money  mills"  of  the  Middle  West  and  South, 
there  was  little  available  currency  for  the  handling  of  the 
increasing  volume  of  trade.  Aside  from  a  few  notes  of  the 
Bank  of  the  United  States  and  still  fewer  United  States 
silver  coins,  Spanish,  French  and  Mexican  pieces  consti- 
tuted the  only  generally  acceptable  medium  of  exchange.^ 

In  addition  to  the  scarcity  of  money,  a  number  of 
other  circumstances  seemed  to  point  the  legislature  to 
establishment  of  a  second  state  bank.  In  the  first  place, 
it  was  predicted  that  the  closing  of  the  United  States  Bank 
would  cause  widespread  distress  unless  the  states  took 
immediate  steps  to  fill  the  gap  left  by  it.^  The  other  states 
were  anticii)ating  an  era  of  great  prosperity  by  authorizing 
the  establishment  of  banks  of  issue,  and  it  was  argued 
that  their  notes  would  fiood  Illinois  unless  a  local  bank 
were  established  as  a  measure  of  self-protection.^    Lastly 

*Ford,  History  of  Illinois,  170. 

"Lorenzo  Bull,  in  Illinois  Bankers'  Association  Reports,  1901,  p.  20. 
^Sangamo  Journal,  November  24,  1832,  September  29,   1833,  and  Sep- 
tember 22,  1832. 

^Illinois  Advocate,  Vandalia,  March  16,  1833.  Sangamo  Journal,  Feb- 
ruary 9,  1833.  The  following  table  taken  from  Dewey,  Financial  History 
of  the  United  States,  255,  shows  the  rapid  expansion  of  banking  at  this 
period : 

Capital 
(millions) 
1 10.2 
200.0 
231.2 

251.9 
290.8 


Number  of 

Year 

banks 

1829 

329 

1834 

506 

183s 

704 

1836 

713 

1837 

788 

Circulation 

Loans 

(millions) 

(millions) 

48.2 

137.0 

94.8 

324.1 

103.7 

365.2 

140.3 

457.S 

149.2 

525.1 
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this  same  wave  of  speculative  prosperity  which  had  gradu- 
ally been  moving  westward  was  beginning  to  be  felt  in 
Illinois.^*'  Continued  peace  among  the  nations,  together 
with  the  rapid  expansion  of  the  United  States,  had  stimu- 
lated the  sale  of  public  lands  to  an  enormous  degree.  This 
in  turn  led  to  the  formulation  of  elaborate  systems  of  in- 
ternal improvement  in  order  that  a  substantial  increase 
in  land  values  might  result.^ ^  By  1835  the  Illinois  specu- 
lator had  just  reached  the  point  where  he  was  demanding 
the  "accommodation"  which  could  not  be  had  without 
access  to  a  bank  plentifully  supplied  with  notes.^^ 

The  Democrats  in  the  Illinois  legislature  which  met 
in  1834-35  were  supposedly  hostile  to  all  banks,  while  the 
Whigs  were  committed  to  a  federal  as  opposed  to  a  state 
bank.  By  a  combination,  however,  of  the  Whig  forces 
with  those  Democrats  who  interpreted  President  Jack- 
son's hostility  to  the  Bank  of  the  United  States  as  an  in- 
dorsement of  the  state  institutions,  a  bill  for  the  creation 
of  a  new  state  bank  w^as  passed  by  both  houses.  Ford  con- 
tends that  the  necessary  majority  of  one  vote  in  the  lower 
house  was  obtained  by  trading  a  states  attorneyship  for 
it  and  that  similar  inducements  were  held  out  to  sena- 
tors. ^^  In  the  council  of  revision  Governor  Duncan  oppos- 
ed the  measure,  but  the  rest  of  the  members  gave  it  their 
sanction  and  it  became  a  law  on  February  12,  1835.^^ 

The  main  provisions  of  the  charter  of  the  new  state 
bank  were  as  follows:  Of  the  authorized  capital  of  one 
and  one-lialf  million  dollars,  all  but  one  hundred  thousand 
dollars  was  to  be  sold  to  individuals.  The  remaining 
shares  were  to  be  issued  to  the  State  of  Illinois  whenever 
the  legislature  saw  fit  to  provide  the  money.  ^^  A  further 
stock  issue  to  individuals  of  a  million  dollars  might  be 
made  when  conditions  warranted  it.^°     The  charter  was 

^°Ford,  History  of  Illinois,  170. 

^^Dewey,  Financial  History  of  United  States,  224,  225. 

i-Ford,   History  of  Illinois.  170. 

^^Ibid. 

''■^Sangamo  Journal,  May  13,  1842. 

^^Laws  of  Illinois,  1834-35,  P-  7,  Section  i. 

^^Ibid.,  Section  2. 
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to  expire  January  1,  1800.^'  Until  then  the  bank  had  full 
power  to  discount  bills  and  notes,  receive  desposits,  buy 
and  sell  bullion  and  bills  of  exchange  and  issue  bank 
notes. ^^  The  ownership  of  real  estate,  aside  from  the  land 
upon  which  the  bank  buildings  might  be  built,  was  pro- 
hibited.^^ In  view  of  the  freedom  with  which  the  bank's 
funds  were  used  in  speculation,  it  is  important  to  note 
that  the  directors  were  specifically  forbidden  to  deal  direct- 
ly or  indirectly  in  the  purchase  or  sale  of  any  goods  or 
wares  whatever,^^  The  movement  of  population  northward 
led  the  legislature  to  locate  the  principal  bank  at  Spring- 
field instead  of  Vandalia,  which  continued,  however,  to  be 
the  capital  until  1830.  In  order  to  appease  the  people  of 
Vandalia,  the  bank  was  required  to  maintain  a  branch  in 
that  place.- ^  If  subscriptions  for  more  than  the  authorized 
one  million  four  hundred  thousand  dollars  worth  of  stock 
were  received,  it  was  provided  that  the  excess  should  be 
deducted:  first,  from  the  amounts  subscribed  by  non- 
residents; second,  from  subscriptions  by  corporations; 
third,  from  subscriptions  for  more  than  one  thousand  dol- 
lars worth  of  stock ;  fourth,  from  other  subscriptions. 

Each  subscriber  was  required  to  make  a  first  payment 
of  ten  dollars  in  specie,  or  its  equivalent,  for  each  share  of 
stock  purchased.^^  The  nine  directors  were  each  required 
to  own  at  least  ten  shares  of  stock  and  must  be  citizens  of 
Illinois.  In  voting,  the  method  already  described  in  con- 
nection with  the  territorial  Bank  of  Illinois,  of  giving  to 
the  small  stockholder  more  than  a  proportional  voice,  was 
adopted.^-^  The  selection  of  officers  for  the  bank  was  left 
to  its  board  of  directors.  In  order  to  augment  its  avail- 
able capital  the  bank  was  empowered  to  receive  on  deposit 
or  to  borrow  any  sum  not  exceeding  one  million  dollars 

'^''Laii.'s  of  Illinois,  1834-35,  P-  7,  Section  3. 

^^Ibid.,  Section  4. 

^^Ibid.,  Section  5. 

^^Ibid.,  Section  6. 

'^Ibid.,  Section  8. 

"^Ibid.,  Section  10. 

-^Ibid.,  Section  11. 
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and  to  re-loan  it  at  not  more  than  ten  per  cent  upon 
Illinois  real  estate.  The  restriction  was  made,  however, 
that  no  loan  should  exceed  half  the  value  of  the  pledged 
property  and  that  no  borrower  should  be  granted  a  loan 
from  this  fund  for  a  longer  period  than  five  years.^^  When 
the  bank  had  accumulated  two  hundred  fifty  thousand 
dollars  in  specie,  the  directors  were  to  notify  the  governor 
who  in  turn  should  send  persons  to  count  the  money  and 
to  receive  the  oaths  of  the  bank's  officers  to  the  effect  that 
the  money  was  the  bona  fide  property  of  the  bank.  As 
soon  as  the  governor  was  satisfied  that  the  bank  had  com- 
plied with  the  terms  of  its  charter  he  was  to  proclaim 
through  at  least  four  Illinois  newspapers  that  the  bank 
was  ready  for  business.-^  The  payment  of  the  remaining 
instalments  on  the  bank's  shares  was  left  to  the  discre- 
tion of  the  directors  who  were  empowered  to  declare  shares 
forfeited  if  the  owner  failed  to  respond  to  a  call.^*^  The 
lawful  rate  of  interest  for  loans  of  sixty  days  and  less 
was  fixed  at  six  per  cent.  Other  loans  were  to  bear  a  rate 
of  eight  per  cent. 

The  legislature  made  an  effort  to  safeguard  the  in- 
terest of  the  holders  of  the  bank's  notes  by  providing: 

(1)  The  outstanding  issue  of  notes  should  never  exceed 
two  and  one-half  times  the  amount  of  paid  up  capital; 

(2)  The  amount  of  loans  and  discounts  should  never 
exceed  three  times  the  paid  up  capital;  (3)  Each  director 
was  personally  liable  for  the  violation  of  these  provisions 
unless  he  had  caused  a  written  protest  to  be  incorporated 
in  the  minutes;^'  (4)  If  any  note  holder,  within  ten  days 
after  making  the  demand,  failed  to  receive  specie  to  the 
full  face  value  of  a  state  bank  note,  the  bank  was  required 
to  go  into  liquidation ;  ( 5 )  Furthermore,  a  penalty  of  ten 
per  cent  per  annum  must  be  paid  to  all  such  note  holders 
until  their  notes  were  redeemed;-^    (6)  Finally,  no  note  of 

-*Lazi-s  of  Illinois,  1834-35,  P-  7,  Section  18. 
•^Ibid.,  Section  19. 
-^Ibid.,  Section  20. 
^'^Ibid.,  Section  24. 
^^Ibid.,  Section  26. 


64  THE  DEVELOPMENT  OF  BANKING  IN  ILLINOIS  [422 

a  less  denomination  than  five  dollars  might  be  issued.-® 
The  legislature  is  further  to  be  commended  for  providing 
that  there  should  not  be  a  repetition  of  the  disgraceful 
relief  laws  which  had  characterized  tlie  history  of  the 
old  state  bank.^" 

The  constitution  of  1818,  as  has  already  been  noted, 
specified  that  there  should  be  no  other  banks  in  the  state 
save  a  state  bank  and  the  two  territorial  banks  which  were 
then  in  existence.  The  charters  of  the  old  territorial 
Bank  of  Illinois  at  Shawneetown  and  the  City  and  Bank 
of  Cairo  corporation  had  never  been  declared  void  although 
the  former  concern  had  gone  out  of  business  in  1823 
and  the  latter  had  never  accepted  its  charter.  Conse- 
quently it  was  assumed  that  their  charters  were  forfeited 
by  non-use."'^  Nevertheless  in  their  eagerness  to  share  in 
the  coming  tide  of  prosperity  and  internal  development, 
as  Lyman  J.  Gage  puts  it,^-  the  Bank  of  Cairo  "was 
galvanized  into  a  sickly  life''  at  Kaskaskia,  and  the  Bank 
of  Illinois  corporation  was  reorganized  and  began  business 
late  in  1834. 

The  twenty  year  charter  of  the  Bank  of  Illinois^^ 
would  have  expired  on  January  1,  1837,  had  not  the  legis- 
lature by  an  act  a])pr()ved  February  12,  1835,''*  extended 
its  lease  of  life  until  1857.  The  old  charter  was  amended 
in  several  important  respects.  In  the  first  place,  the 
owners  of  the  territorial  bank  who  held  stock  in  the  new 
institution  were  exempted  from  the  forfeiture  of  their 
stock  and  all  previous  payments  upon  it,  if  they  were 
unable  to  meet  the  calls  of  the  directors  for  instalments. 
On  the  contrary,  they  were  entitled  to  the  payment  of  all 
past  instalments,  less  interest  and  dividends.  Secondly, 
the  governor  was  required  to  subscribe  for  the  one  hun- 
dred  thousand   dolhirs   wortli   of  stock   reserved   for  the 

-"Law'j  of  Illinois.  1834-35,  P-  7.  Section  34. 

^^Ibid.,  Section  31. 

^^Greene  and  Thompson,  Governors'  Letter  Books,  ii,  60,  61. 

^^World's  Congress  of  Bankers  and  Financiers,  428. 

^^This  bank  should  not  be  confused  with  the  new  state  bank  of  Illinois. 

^*Lazt's  of  Illinois,  1834-35,  P-  21. 
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state  in  the  old  charter.^^  This  he  was  to  sell  at  auction 
at  the  highest  premium,  the  profit  to  go  to  the  state. 

There  were  many  more  or  less  disinterested  persons 
who  were  opposed  to  allowing  the  Bank  of  Illinois  to 
resume  business  in  the  face  of  a  constitutional  prohibi- 
tion of  all  non-state  banks.^^  The  question  was  at  length 
taken  into  the  courts  where,  first,  the  validity  of  the 
original  charter  was  attacked  on  the  ground  that  Con- 
gress bad  never  given  to  the  Territory  of  Illinois  the 
power  to  establish  banks;  secondly,  the  act  of  1825  was 
held  to  charter  a  private  institution  in  contravention  of 
the  Illinois  constitution.  The  question  was  finally  dis- 
posed of  by  the  supreme  court  of  the  state  in  People 
vs.  Marshall,^'  when  it  was  decided  that  the  legislature 
of  the  territory  had  acted  within  its  rights  in  chartering 
banks  and  that  the  charter  then  granted  had  never  passed 
out  of  existence. 

The  books  for  subscriptions  to  the  stock  of  the  state 
bank  were  opened  on  April  10,  1835"^  and  in  less  than 
three  weeks  the  one  million  four  hundred  thousand  dol- 
lars worth  of  stock  was  several  times  over-subscribed,^^ 
the  total  applications  for  stock  amounting  to  |8,007,500.'**^ 
In  accordance  with  Section  10  of  the  charter,  the  sub- 
scribers were  divided  into  four  classes,  (1)  non-residents, 
(2)  corporations,  (3)  those  resident  citizens  who  sub- 
scribed for  more  than  a  thousand  dollars  worth  of  stock, 
(4)  other  persons.  Beginning  with  class  four  and  pro- 
ceeding in  reverse  order  to  the  other  classes  the  shares 
were  to  be  given  out  as  long  as  they  lasted.  John  Till- 
son  of  Hillsboro,  Thomas  Mather  of  Kaskaskia,  Godfrey, 
Oilman  and  company  of  iVlton,   Judge   Smith^^   of  the 

^''Laws  of  Illinois,  1816-17,  p.  11. 

'^Greene  and  Thompson,  Governors'  Letter  Books,  ii,  59,  60. 
3''i   Gilm.,  672. 

"^Sangamo  Journal,  April  11,  1833. 
^^Ibid.,  May  2,  1835. 

*°Ibid.,  May  23,  1835.    Chicago  Democrat,  May  20,  1835. 
*^One  of  the  persons   attacked  by   Governor  Edwards    for  the   mis- 
management of  the  Edwardsville  branch  of  the  old  state  bank. 
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state  supreme  bench,  and  Samuel  Wiggins  of  Cincinnati^^ 
had  contracted  in  the  East  for  large  amounts  to  be  in- 
vested in  state  bank  stock.  The  charter  of  the  bank 
souglit  to  avoid  this  very  thing  by  giving  the  preference 
to  the  small  resident  subscribers.  Hence,  in  order  to 
be  included  in  this  favored  class,  these  men,  according 
to  Ford,  empowered  thousands  of  persons  within  the 
state  to  act  as  their  agents  in  subscribing  for  the  stock 
and  thus  secured  a  controlling  interest.  When  the  com- 
missioners in  charge  of  the  subscription  lists  undertook 
the  work  of  apj)ortionment  of  sliares,  a  struggle  for  the 
control  of  the  bank  was  precipitated  between  Judge  Smith 
on  the  one  side  and  the  other  persons  just  named  on  the 
other.  The  first  clash  came  when  a  commissioner  moved 
that  shares  bought  by  residents  on  their  own  account  be 
separated  from  those  bought  by  them  as  agents  for  others. 
Judge  Smith  favored  the  motion  and  expressed  his  will- 
ingness to  take  oath  to  the  etfect  that  he  owned  and  had 
paid  for  with  his  own  money  every  share  of  stock  sub- 
scribed for  by  him.  Through  the  preponderating  influence 
of  the  other  lieavy  investors,  the  motion  was  lost  and  the 
bank  was  thereafter  controlled  by  the  Tillson,  Mather, 
Godfrey-Gilman  interests.  Mather  was  made  president 
of  the  bank  and  a  directorate  was  chosen  which  even 
Ford  admits  was  as  capable  as  could  be  found  in  the 
state.^^  The  bank  during  its  entire  existence  continued 
to  be  dominated  by  non-resident  shareholders.^^ 

Having   satistied    the   governor    that    it    had   in     its 
vaults  the  requisite  two  liundred  and  fifty  thousand  dol- 

■♦-The  capitalist  who  loaned  $100,000  to  the  state  in  1S31. 

■•^This  account  of  the  struggle  for  the  control  of  the  state  bank  is 
taken  from  Ford,  History  of  Illinois,  174,  and  from  the  article  on  the  state 
bank  in  the  Illinois  Annual  Register  and  Business  Direetorv  (Chicago, 
1847). 

^•*0f  the  14,000  shares  of  $100  each,  five  persons  owned  7539,  as  fol- 
lows :  Samuel  Wiggins,  1642 ;  M.  J.  Williams,  577 ;  Griggs  and  Company, 
1202;  W.  S.  Gilman,  2567.  Four  of  the  five  lived  in  Cincinnati,  Mr.  Oilman 
being  the  only  resident  of  Illinois.  Eleven  others  controlled  3948  shares, 
making  a  total  of  11,487  shares  in  the  hands  of  but  sixteen  persons. 
Sangamo  Journal,  March  5,  1836. 
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lars  in  specie,  tlie  principal  bank  was  opened  for  business 
in  July,  1835.^''  Before  the  end  of  the  year  branches  had 
been  established  at  Galena,  Jacksonville,  Alton,  and 
Chicago  in  addition  to  the  branch  located  at  Yandalia 
by  the  legislature.^*'  Galena  and  Alton  were  probably 
chosen  because  of  the  great  interest  that  centered  in  their 
development  and  because,  as  will  be  seen,  the  leading  in- 
vestors in  bank  stock  were  heavily  involved  in  the  projects 
that  were  being  carried  on  at  these  i^oints.  The  legis- 
lature having  by  the  act  of  January  16,  1836,  authorized 
three  additional  branches^'  establishments  were  eventu- 
ally opened  at  Danville,  Quinc}-,  Belleville,  and  Mt.  Car- 
mel."**  Mr.  N.  H.  Ridgely,  who  had  secured  his  training 
as  chief  clerk  of  the  branch  of  the  United  States  Bank 
at  St.  Louis,'*  ^  was  elected  cashier  of  the  principal  bank 
at  a  salary  of  three  thousand  dollars.  He  was  allowed 
one  teller  at  a  thousand  dollars  and  two  clerks  at  eight 
hundred  dollars  each.  In  addition.  President  Mather 
was  voted  twenty-five  hundred  dollars  per  annum  for 
his  services.  By  the  time  the  nine  l)ranches  were  put 
into  operation  the  list  of  officers  had  been  increased  to 
thirty-five  and  the  annual  salary  list  to  |30,600.^° 

Even  with  the  widely  distributed  system  of  branches, 
it  was  impossible  for  a  person  offering  real  estate  as  se- 
curity to  deal  with  the  bank  directly,  hence  the  plan  was 
adoj)ted  of  designating  persons  in  different  localities 
as  inspectors  for  the  bank.  These  persons  investigated, 
at  the  borrower's  expense,  the  character  of  the  property 
oflfered  as  security  and  made  an  examination  of  the 
title.^^      In    accordance    with    the    charter,    the    amount 

^^Illinois  Advocate,  July  8,  1:835. 

*^Ibid.,  February  17,  1836;  Bross,  History  of  Chicago,  41. 

^'^Laws  of  Illinois,  1835-36,  pp.  237,  238. 

^^Reports  of  Session,  1839-40,  p.  285. 

*8U.  S.,  H.  of  R.,  Comm.  Reports.  1836-37,  Doc.  no.  193,  p.  607. 

^^Reports  of  Session,  1839-40,  pp.  285,  286. 

^'^Sangamo  Journal,  August  15,  1835.  A  fee  of  from  three  to  ten 
dollars  was  paid.  Special  Report  of  Invest.  Comm.,  Illinois  General  As- 
sembly, 1836-37,  p.  36. 
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loaned  upon  real  estate  could  not  exceed  fifty  per  cent 
of  the  valnation  put  upon  it  by  the  bank's  representa- 
tives. No  loans  upon  town  property  were  allowed^-  and 
loans  npon  personal  security  were  confined  to  the  dis- 
counting of  business  paper,  for  the  reason  that  the  bank 
was  not  a  government  depositary,  hence  was  constantly 
subject  to  a  loss  of  its  specie  on  account  of  the  heavy  land 
sales.^''  The  depositary  at  St.  Louis'^  accepted  the 
notes  of  the  state  bank  as  far  as  private  business  was  con- 
cerned, l)ut  when  it  was  preparing  to  forward  government 
deposits  it  was  accustomed  to  send  local  bank  notes  home 
for  redemption,  a  practice  which  compelled  the  Illinois 
bank  to  curtail  its  loans.  All  discounts  were  passed 
upon  at  the  daily  meeting  of  the  exchange  committee  of 
the  board  of  directors  and  were  then  submitted  to  the  full 
board  at  its  biweekly  meeting.  The  exclmnge  committee 
consisted  of  the  president,  the  cashier  and  two  directors 
chosen  monthly  and  derived  its  name  from  the  fact  that 
its  original  function  was  to  pass  upon  the  purchase  of  bills 
of  excliange.  This  branch  of  the  bank's  business  received 
special  attention  and  encouragement  for  the  reason  that 
bills  of  exchange  were  considered  "safer"  and  "more  man- 
ageable" than  the  ordinary  accommodation  paper  even 
if  the  profits  were  not  so  large.  Moreover,  bills  of  ex- 
change on  eastern  cities  were  readily  convertible  into 
specie  if  an  emergency  demanded  it,  while  local  accom- 
modations could  be  caHed  in  only  with  the  greatest  diffi- 
culty. For  this  reason  it  was  contended  that  eastern  bills 
purchased  by  the  bank  could  be  used  as  the  basis  of  a  still 
larger  volume  of  domestic  loans.'''     The  directors  were  de- 

^-S/yccial  Report,  Invest.  Coiinii.,  Illinois  General  Assembly,  1836-37, 
p.  36. 

^^Satiganio  Journal,  Marcli  5,  1836. 

■■*Ibid.,  May  21,  1836.  After  tlie  disastrous  failure  of  the  Bank  of 
Missouri,  that  state  was  left  without  any  banking  institution  save  the 
branch  of  the  United  States  Bank  which  was  soon  to  go  out  of  existence. 
The  legislature  refused  to  charter  any  more  banks,  so  the  large  federal 
deposits  were  given  to  the  St.  Louis  "agency"  of  the  Commercial  Bank 
of  Cincinnati.     U.  S.,  H.  of  R.,  Comm.  Reports,  1836-37.  No.  193.  p.  598. 

^^Spccial  Report,  Invest.  Comm.,  Illinois  General  Assembly,  1836-37, 
p.  40. 
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termined  to  prevent  a  depreciation  of  the  bank's  notes 
and  yet  desired  to  accomplish  this  aim  with  a  minimum 
payment  of  specie  for  their  redemption.  This  policy  of 
trying  to  avoid  both  "Scylla  and  Charybdis"  at  times  com- 
pelled the  adoption  of  some  extraordinary  measures.  For 
instance,  while  the  negotiations  were  in  progress  with 
the  St.  Louis  depositary  which  led  to  its  agreeing  to  accept 
state  bank  paper  under  the  conditions  noted  above,  a 
large  amount  of  the  Illinois  notes  accumulated  at  St. 
Louis.  Since  the  depositary  had  not  yet  decided  to  accept 
them  at  par,  merchants  sold  them  to  brokers  at  a  discount 
of  two  or  three  per  cent  rather  than  go  to  the  trouble 
of  sending  them  back  for  redemption.  This  caused  great 
anxiety  on  the  part  of  the  state  bank  officials,  and  funds 
to  the  amount  of  nineteen  thousand  five  hundred  dollars 
were  promptly  forwarded  to  an  agent  of  the  state  bank  at 
St.  Louis  with  the  instruction  that  he  should  buy  all  the 
Illinois  paper  offered,  at  one  pfer  cent  discount.  He  had 
bought  very  little  of  the  paper  when  the  depositary  agreed 
to  accept  Illinois  paper  and  the  notes  went  to  par.  The 
directors  of  the  bank  were  then  accused  of  making  a  profit 
by  speculating  in  their  own  paper,  but  testified  before 
a  committee  of  the  legislature  that  the  small  profit  made 
was  more  than  offset  by  the  expenses  incurred.^^  On 
another  occasion,  President  Mather  purchased  sixteen  hun- 
dred dollars  worth  of  the  bank's  paper  from  a  New  York 
broker  at  a  discount  of  one  and  three-fourths  per  cent, 
his  excuse  being  that  it  was  liable  to  fall  into  the  hands 
of  westward  bound  immigrants  who  would  present  it  for 
redemption.^". 

The  bank  had,  however,  a  most  effective  means  of  pro- 
tecting its  small  supply  of  specie.  Instead  of  having  a 
common  form  of  bank  note,  redeemable  at  the  parent 
bank  or  any  of  its  branches  separate  issues  were  provided 
for  each  branch.  Consequently,  notes  bearing  the  name 
of  one  branch  were  sent  to  another  and  distant  branch 

^^Special  Report,  Invest.  Comm.,  Illinois  General  Assembly,   1836-37,, 
p.  40. 
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to  be  loaned,  but  were  redeemable  only  at  the  place  named 
on  the  face  of  the  note.  In  this  way,  the  whole  of  the 
note  issue  was  kept  in  circulation  without  many  demands 
being  made  upon  the  specie  reserve.'*'* 

On  December  7,  1835,  the  governor  convened  the  legis- 
lature in  special  session  to  consider,  among  other  tilings, 
tlie  advisability  of  increasing  the  capital  stock  of  the 
state  bank.  It  will  be  recalled  that  one  hundred  thousand 
dollars  of  the  original  issue  was  reserved  for  the  state 
but  that  the  amount  owned  by  private  individuals  could 
be  increased  by  one  million  dollars.  The  charter  did  not 
specify  whether  the  state  or  the  bank  could  control  this 
additional  issue  of  stock,  hence  (jovernor  Duncan  urged 
the  legislature  to  exercise  the  privilege  of  issuing  and 
selling  these  shares  before  the  bank  had  a  chance  to  act. 
At  the  time  the  governor's  call  was  issued,  state  bank 
shares  were  quoted  at  113  and  the  prospect  of  an  addition 
of  one  hundred  and  thirty  thousand  dollars  in  premiums 
to  the  state's  revenues  appealed  to  the  governor  as  a  wise 
stroke  of  policy.  By  the  time  the  legislature  assembled, 
howevei',  the  stock  had  fallen  in  pric(\  but  Governor  Dun- 
can predicted  that  it  would  soon  rise  to  120  or  even  130. 
He  therefore  urged  the  immediate  passage  of  an  act  desig- 
nating the  state  as  an  agent  to  sell  one  million  dollars 
worth  of  state  bank  stock  at  not  less  than  one  hundred 
ten  dollars  per  share,  the  premium  to  go  to  the  state 
treasury.'-' 

The  bank's  friends  in  the  legislature  were  too  numer- 
ous and  inlluential  to  submit  to  such  a  plan,  and  secured 
in  its  stead  the  passage  of  the  act  of  January  16,  1836, 
to  which  reference  has  already  been  made.  In  addition  to 
the  secticm  j)roviding  for  three  additional  branches,  the 
act  specifically  reserved  to  the  directors  of  the  bank  the 
right  to  sell  additional  issues  of  stock.  Furthermore,  it 
was  definitely  stated  that  the  profits  accruing  from  the 


'•^Chicago  American,  March  12,  1836;  Ford,  History  of  Illinois,  179; 
Special  Report,  Invest.  Comm.,  Illinois  General  Assembly,  1836-37,  p.  36. 
'^^Governor's  message,  Senate  Journal,  1835-36,  p.  9. 
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sale  of  shares  should  belong  to  the  bank/^^  Section  25  of 
the  charter  liad  provided  that  the  bank  should  be 
granted  ten  days  in  which  to  redeem  its  notes.  The  time 
was  now  extended  to  sixty  days/^^  As  a  compensation  to 
the  state  for  the  privileges  above  gi'anted,  the  bank  was 
required  to  relieve  the  state  of  the  payment  of  the  principal 
and  interest  of  the  loan  of  one  hundred  thousand  dollars 
secured  from  Samuel  Wiggins  in  1831. '^-  The  bank  ac- 
cepted this  condition  June  9,  183G,  and  paid  tlie  interest 
on  the  loan  until  1811,  when  it  was  relieved  of  further 
responsibility  in  the  matter  by  surrendering  one  hundred 
thousand  dollars  in  state  bonds.^"  Meanwhile  the  directors 
issued  for  sale  at  public  auction  the  additional  one  million 
dollars  worth  of  stock  and  made  an  arrangement  with  Mr. 
Wiggins  whereby  a  syndicate  organized  by  him  was  to 
purchase  at  110  all  the  shares  left  unsold.  When  the 
auction  was  over  it  was  found  that  only  1335  of  the  shares 
ihad  been  sold,  so  Mr.  Wiggins  and  his  partners  were  com- 
pelled to  take  the  remaining  8665.°^ 

The  legislature  at  the  special  session  to  which  refer- 
•ence  has  just  been  made  provided  that  the  bills  of  the 
state  bank  and  branches  should  be  receivable  for  state 
and  county  taxes  and  in  payment  of  the  principal  and  in- 
terest of  the  debts  due  the  college,  school  and  seminaiy 
funds.  A  proviso  was  made,  however,  that  the  state  bank 
was  not  to  construe  the  act  as  preventing  the  state  from 
conferring  a  like  favor  upon  the  bills  of  the  other  Illinois 
banks.  In  spite  of  the  auspicious  beginning  made  l)y  tlie 
state  bank,  the  legislature  had  learned  that  it  was  best 
to  be  forearmed  when  dealing  with  paper  money.  Accord- 
ingly the  proviso  was  inserted  in  the  bill  that  if  the  gov- 
ernor, auditor  and  treasurer  should  decide  that  the  state 
was  likely  to  suffer  any  loss  by  accepting  state  bank  notes, 
they  should  at  once  cause  a  notice  to  be  inserted  in  every 

^°Lazi's  of  Illinois,  1835-36,  p.  237,  Section  i. 

^'^Ibid.,  Section  3. 

^^Ibid.,  238,  Section  4. 

^^Reports  of  Session  (H.  R.),  1851,  p.  485. 

^*Re ports  of  Session  {Senate),  1840-41,  p.  336. 
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newspaper  of  the  state  to  the  effect  that  these  notes  were 
no  longer  receivable  in  payment  of  public  clues.^^ 

It  will  be  recalled  that  one  of  the  influences  which 
aided  in  securing  the  passage  of  the  bank  bill  was  the 
prospect  of  securing  a  share  of  the  federal  deposits.  The 
very  day*^^  on  which  the  charter  of  the  bank  was  approved, 
Mr.  Mather  took  the  matter  up  with  the  Washington  gov- 
ernment through  Senator  Kane.*'"  A  few  weeks  later 
Theophilus  W.  Smith,  who  had  not  yet  crossed  swords 
with  his  opponents  for  the  control  of  the  bank,  urged 
Secretary  of  the  Treasury  Woodbury  to  take  favorable 
action  at  once  in  order  to  facilitate  the  sale  of  the  stock.^^ 
To  these  letters  as  well  as  similar  communications  from 
other  Illinois  bank  promoters.  Secretary  Woodbury  made 
the  same  reply,  that  he  did  not  feel  justified  in  making  a 
depositary  of  a  bank  which  as  yet  existed  only  on  paper.^^ 
As  soon  as  the  bank  was  ready  for  business,  a  formal  ap- 
plication was  made  but  Mr.  Woodbury  pleaded  as  an 
excuse  for  delay  a  lack  of  definite  information  as  to  the 
ownership  and  financial  standing  of  the  bank.  A  list  of 
the  stock  holders  was  promptly  forwarded  to  him,  together 
with  statements  as  to  the  bank's  standing  at  various  in- 
tervals. Mr.  Woodbury  next  sought  to  discourage  the 
directors  by  indicating  to  them  the  little  need  there  was 
for  a  disbursing  agency  in  a  thinly  populated  community. 
He  warned  them  that  the  large  revenues  collected  in  the 
state  from  the  sale  of  public  lands  would  have  to  be  trans- 
ferred at  once  to  other  parts  of  the  country,  leaving  but 
a  very  small  permanent  balance  with  the  state  deposi- 
tary."^    President  Mather,  however,  promptly  expressed 

o^LrtTt/j  of  Illinois,  1835-36,  p.  244. 

oopebruary  12,  1835. 

'^Page  599  of  the  proceedings  of  the  special  committee  appointed  by 
the  national  house  of  representatives  to  investigate  the  relations  which 
existed  between  R.  M.  Whitney,  special  examiner  of  depositary  banks,  and 
R.  M.  Whitney  and  Company,  Washington,  representatives  of  a  number 
of  depositaries. 

«8U.  S.,  H.  of  R.,  Special  Comm.  Report,  597. 

f^Ibid.,  604. 
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the  willingness  of  the  directors  to  be  content  with  what- 
ever funds  the  government  saw  fit  to  allot  to  them.''^^  In 
the  meantime  Judge  Smith,  defeated  in  his  attempt  to  con- 
trol the  bank,  carried  the  fight  to  Washington.  With  his 
letter  to  Mr.  Woodbury,  attacking  the  men  in  control  of 
the  bank,  he  inclosed  a  copy  of  the  proceedings  of  the  com- 
mission which  allotted  the  shares  of  stock.  Having  but  a 
few  months  before  besought  Mr.  Woodbury  to  make  the 
bank  a  depositary,  Mr.  Smith  now  felt  it  his  special  duty 
to  apprize  the  treasury  department  of  the  great  danger  of 
entrusting  the  present  regime  of  unscrupulous  politicians 
with  government  funds.' - 

It  is  well  to  note  here  that  the  bank  was  under  the 
control  of  Whigs  and  that  Mr.  Smith  and  other  political 
opponents  used  this  fact  against  it  with  the  Jackson  ad- 
ministration. In  like  manner,  William  Kinney  in  a  letter 
to  Mr.  Woodbury  characterized  the  state  bank  as  an  "insti- 
tution  chartered  by  the  influence  of  a  designing  man 

for  the  sole  purpose  of  speculation  both  in  pecuniary 
and  political  matters.'*  He  predicted  that  if  this  Whig 
institution  were  entrusted  with  federal  deposits  it  would 
be  so  ungrateful  as  to  turn  against  the  Van  Buren  cause 
and  "throw  sand  in  the  eyes  of  the  present  administration 
and  its  true  advocates.""^  A  similar  communication  was 
received  by  Mr.  Woodbury  from  Samuel  McRoberts,  a  re- 
ceiver of  public  money.  He  warned  the  administration 
"that  the  president  and  nearly  all  of  the  directors  of  the 
principal  bank,  all  the  cashiers  of  the  branches,  and  an 
immense  majority  of  the  branch  directors  have  been  most 
decided  opposition  men  to  General  Jackson,  to  his  meas- 
ures, to  his  friends  and  supporters."  He  hoped  that  so 
long  as  the  bank  continued  in  the  hands  of  the  "federal 
party"  it  might  not  receive  the  patronage  of  the  govern- 
ment.'^ One  cannot  get  the  least  inkling  from  Mr.  Wood- 
bury's replies  to  these  men  or  from  any  of  his  utterances 

"^U.  S.,  H.  of  R.,  Special  Comm.  Report,  604. 
"/ftiU,  605  ff. 

^*U.  S.,  H.  of  R.,  Special  Comm.  Report,  612. 
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in  connection  with  the  whole  affair  that  he  was  swayed 
bv  political  considerations  but  without  giving  a  formal 
decision  against  the  state  bank,  he  early  developed  an  un- 
favorable attitude  toward  its  case.^^ 

As  the  heavy  drain  upon  the  bank's  specie  continued 
with  the  increased  land  entries,  the  directors  decided  to 
adopt  more  summary  measures  in  order  to  secure  the 
government  deposits.  Accordingly  they  sent  one  of  their 
number,  Mr.  John  Tillson,  to  Washington  to  v>'ait  upon 
the  treasury  officials.  Wlieu  he  reached  Nev.'  York,  en 
route,  Mr.  Tillson  sought  to  pave  the  way  by  writing  to 
Keuben  M.  Vrhitney,  special  examiner  of  depositaries, 
■asking  him  to  use  his  intlueuce  with  his  chief,  Mr.  Wood- 
bury. He  promised  that  if  all  went  well,  Mr.  Y/hitney's 
:firm  would  be  employed  as  tlie  Washington  representatives 
•of  the  Illinois  state  bank  at  whatever  salary  it  was  cus- 
tomai-y  for  a  western  bank  to  pay  for  such  a  service.'''^ 
In  reply,  Mr.  Whitney  stated  very  frankly  that  the  depart- 
ment was  unfavorably  disp(Ksed  towjird  the  l)ank  and  an- 
nounced his  intention  of  doing  all  in  his  power  to  prevent 
the  selection  of  such  an  iustituti(m  as  a  federal  dejiositary 
■even  if  such  action  involved  the  loss  of  a  substantial  fee. 
Unlike  his  su])eri()r  officer,  Mr.  Whitney  did  not  hesitate 
to  bring  i><)litical  cousiderations  into  the  matte]*  by  de- 
idaring  that  an  institution  v>iiich  had  openly  worked  for 
the  election  of  its  friends  to  represent  the  Springfield  dis- 
trict in  the  legislature  was  unfit  to  handle  government 
funds.  Xotwithstandiug  this  rebulf,  ^Ir.  Tillson  proceeded 
to  Washington  and  presented  his  case  to  the  treasury 
officials.'" 

In  a  letter  of  Deceiaber  S,  18;j5,  addressed  to  Tresi- 
deut  blather,  .Mi-.  Woodbury  furnished  the  officers  of  the 
bank  a  dednite  list  of  ch.irges  that  had  been  made  against 
it.'^  The  first  of  these  v/as  that  the  stock  had  been  allotted 
Illegally.     The  second,  that  the  bank  was  merely  posing 

■^■•l'.  S..  H.  of  R.,  Spccbl  Cor.nn.  Report,  6i2,  613. 
~'^Ihui.,  loz. 
•Ubid..  103. 
'^Ibid.,  613. 
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as  a  state  bank  in  order  to  exist  in  contravention  of  the 
state  constitution.  The  third,  that  the  notes  issued  at 
one  branch  were  put  into  circulation  at  some  other  dis- 
tant branch  which  refused  to  redeem  them.'*'  To  these 
charges,  Mr.  \yoodbury  added  the  personal  objection  that 
the  branches  at  Galena  and  Chicago,  the  only  places  where 
the  bank  could  be  of  much  service  to  the  government,  liad 
not  been  placed  in  operation.  He  inclosed  a  blank  bond 
and  ai^plication  sheet,  however,  and  asked  that  they  be 
returned,  filled  out,  together  with  the  bank's  answers 
to  the  charges.  Mr.  Mather's  reply^*^  to  the  charges  is  a 
crude  attempt  at  evasion  and  subterfuge.  He  stated  that 
"the  distribution  of  the  stock  was  in  conformity  with  the 
provisions  of  the  charter — the  whole  of  it  being  assigned 
to  citizens  of  the  state  in  the  manner  defined  by  the  char- 
ter.'' He  admitted  that  the  state  did  not  own  a  dollar's 
worth  of  stock  in  the  bank  but  considered  that  it  still 
had  "an  interest"  in  the  bank  so  long  as  the  bank  was  re- 
quired to  pay  an  annual  tax  into  the  state  treasury.  He 
failed  to  see  how  any  person  could  consider  a  charter  un- 
constitutional which  had  received  the  unanimous  approval 
of  the  supreme  judges  sitting  as  members  of  tlie  council 
of  revision.  The  reply  of  ]Mr.  Mather  to  the  charge  that 
the  branches  were  refusing  to  redeem  one  anotlier's  notes 
is  somewhat  vague.  He  admitted  that  separate  sets  of 
notes  were  ordered  for  each  branch  and  that  these  liad 
just  been  received  from  the  printer,  but  he  did  not  promise 
that  the  notes  of  one  branch  would  be  redeemed  by  an- 
other. He  explained  further  that  until  they  had  received 
their  separate  issues  the  branches  had  been  issuing  the 
notes  of  the  parent  bank.  As  to  whether  tlie  ])ranches 
ever  refused  to  redeem  this  temporary  issue,  Mr.  Matlier 
replied  vaguely:  "Of  course,  the  bank  could  not  lutve 
refused  to  redeem  its  notes,  as  stated.  I  will  a<ld,  tliat  all 
the  present  paper  issued  at  Alt(m  lias  l»eoii  pi'()ini)liy  i-e- 

"^The  Ahcn  branch  is  mentioned  in  particular.  Air.  Woodbury  ob- 
tained this  information  from  T.  W.  Smith's  letter  of  Noveml)er  first. 
Ibid.,  614. 

^°Ibid.,  615. 
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deemed  there  whenever  presented.-'  In  closing,  Mr.  Mather 
assured  Mr.  Woodbury  that  the  Galena  and  Chicago 
branches  were  now  in  a  jwsition  to  take  care  of  govern- 
ment deposits.  A  few  weeks  later,  Mr.  Woodbury  sub- 
mitted the  question  of  the  constitutionality  of  the  bank 
to  Attorney  General  Butler  and  was  given  the  opinion 
that  it  was  not  a  state  institution  and  therefore  its  whole 
existence  was  in  defiance  of  the  Illinois  constitution.^^ 

The  directors  of  the  bank,  realizing  the  futility  of 
further  effort,  formally  requested  Mr.  Woodbury  to  "sus- 
pend" the  application  of  the  bank  until  he  received  further 
notice.^-  The  statement  of  Mr.  Whitney  in  his  letter  to 
Mr.  Tillson  that  the  bank  was  meddling  in  Illinois  politics 
aroused  the  anger  of  the  Illinois  Whigs.  As  a  result  the 
state  senate  in  January,  1836,  appointed  a  committee  of 
five  to  take  evidence,  first,  as  to  whether  the  control  of 
the  public  money  liad  not  been  put  to  an  improper  use  by 
the  Jackson  administration  in  trying  to  force  local  banks 
to  support  Van  IJuren;  second,  as  to  whether  Mr.  Whitney, 
who  was  "now  stationed  near  the  treasury,"  was  not  hold- 
ing an  improper  correspondence  with  the  state  bank  offi- 
cials.^'' Tlie  committee  examined  the  correspondence  of 
the  bank  and  summoned  Colonel  Mather,  Judge  Smith, 
Samuel  Wiggins  and  others  to  testify,  but  aside  from  mak- 
ing "political  capital"  nothing  came  of  the  investiga- 
tion.*^ In  August,  1830,  tlie  Shawneetown  bank  was 
made  a  special  depositary  for  the  public  money  collected 
at  the  Shawneetown  land  olfice^^  and  for  a  time  had  the 
use  of  considerable  sums  of  money,  but  as  the  govern- 
ment land  sales  diminished  this  amount  on  deposit 
decreased  until  after  1836  a  nominal  deposit  of  only  forty 

^^Saitgaiiio  Journal.  May  13.  1842.  In  connection  with  the  question 
of  constitutionality,  it  is  interesting  to  note  that  Judge  Smith,  who  drew 
up  the  charter  and  fought  for  its  passage,  was  in  hearty  accord  with  the 
attorney  general's  opinion.     Ford,  History  of  Illinois,  179. 

^-U.  S.,  H.  of  R.,  Sf^ccial  Coiiini.  Report,  619. 

^^Seitaie  Journal,  1835-36,  p.  259. 

^*Missouri  Republican,  January  19,  1836. 

^'•Saugawo  Journal,  August  27,  1836. 
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dollars  was  kept  in  the  bank,  probably  as  a  sort  of  "retain- 
ing fee."^*' 

By  midsummer,  1836,  the  country-wide  wave  of  specu- 
lation in  land  and  town  lots  had  reached  Illinois.  Under 
its  influence  Chicago  grew  like  magic  from  a  mere  settle- 
ment to  a  city  of  several  thousand  inhabitants  and  became 
the  center  of  the  real  estate  business  of  the  adjoining 
states  and  territories.  It  was  in  Chicago  that  town 
site  speculators  exhibited  their  plats  and  auctioned  off 
their  lots.  Her  fame  spread  rapidly  through  the  East 
and  started  a  stream  of  immigration  by  way  of  the  Erie 
Canal  and  the  Great  Lakes.  The  mania  for  speculation 
spread  throughout  Illinois  with  the  result  that  the  inter- 
ests of  legitmate  business  were  everywhere  sacrificed  to 
the  desire  for  suddenly  acquired  riches.^"  The  demand 
for  loans  at  the  state  bank  far  exceeded  its  accomoda- 
tions on  account  of  a  lack  of  specie.  Since  the  issuance 
of  the  specie  circular,  the  heavy  drain  on  the  bank's  cash 
reserves  by  land  purchasers  now  came  directly  from  the 
purchasers  themselves,  whereas  before  they  paid  with 
notes  of  tlie  bank  whicli  were  later  returned  by  the  de- 
positary bank  for  redemption. ^^  As  a  consequence  of 
this  condition,  the  bank  suspended  its  discount  business 
until  it  received  a  shipment  of  |280,000  in  gold  and  silver 
from  New  York  and  New  Orleans.^^ 

The  people  of  Illinois,  as  well  as  the  citizens  of  the 
older  states,  were  beginning  to  be  carried  away  with  the 
idea  that  improved  means  of  communication  must  be 
provided  regardless  of  the  cost.    In  Illinois  this  idea  was 

^"'Various  reports  of  the  bark  show  the  following  amounts  on  deposit 
by  the  United  States  treasurer : 

January,  1837  $8i,4i4.6ci 

January,  1838  28,142.47 

November,  1838 40.00 

November,  1839 40.00 

Noveniber,  1840 40.00 

and  so  on  until  the  bank  went  into  liquidation. 

^''Reports  of  Session  (Senate),  1839-40,  p.  5;  Ford,  Historv  of  Illinois, 
181. 

^^Sanganio  Journal,  August  13,  1836. 

^^Illinois  Register  (Vandalia),  November  4,  1836. 
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given  expression  tliiouiili  the  press  and  in  mass  meetings 
in  the  princij^al  towns.  When  the  general  assembly  con- 
vened in  L)eeend)er,  18;U),  an  internal  improvement  con- 
vention also  assembled  at  the  capital  for  the  purpose 
of  influencing  the  members  of  the  legislature  to  provide 
for  an  elaborate  system  of  railroads  and  waterways.^" 
The  legislature  responded  most  liberally.  Instead  of 
merely  providing  for  the  comjdetion  of  the  canal  between 
the  Illinois  River  and  the  Great  Lakes,  a  task  which 
alone  would  have  been  a  strain  upon  a  pioneer  com- 
munity, they  authorized  the  immediate  construction  by 
the  state  of  seven  railway  lines  and  the  dredging  of  all 
the  important  rivers.  As  an  anti-climax  to  the  whole  per- 
formance, the  sum  of  two  hundred  thousand  dollars  was 
voted  as  a  gift  to  those  counties  which  had  not  been 
given  a  line  of  i-ailroad.''^  In  order  to  carry  out  this  pro- 
gram the  legislature  authorized  a  loan  of  eight  millions, 
an  amount  eight  times  as  great  as  tlie  total  expenses  of 
the  state  government  from  its  inception  to  the  year  1836. 
The  next  problem,  however,  was  not  so  easily  solved: 
How  was  the  enoi-mous  annual  interest  bill  to  be  met? 
The  people  were  already  as  heavily  burdened  with  taxes 
as  their  meager  resources  would  permit  and  no  legislator 
would  have  the  courage  to  face  his  angry  constituents 
after  proposing  or  voting  for  such  a  measure.  At  length 
it  occurred  to  the  framers  of  the  bill  that  the  banks 
could  be  made  a  part  of  the  internal  imju-ovement  system. 
As  one  of  the  leading  journals  of  the  state  put  it :  "In 
connection  with  our  internal  improvement  system  it  is 
impossible  not  to  associate  the  banks  of  this  state — the 
interests  of  both  are  alike  and  rest  alike  upon  enlightened 
public  o})inion.  One  is  the  hand-maid  of  the  other,  and 
since  the  internal  imi)rovement  system  is  based  upon 
credit  it  cannot  be  carried  on  witliout  the  aid  of  banks. "^- 

^°C.  M.  Thompson,  Governors'  Letter  Books,  ii,  Introduction,  li ;  see 
also  Douglas,  Autobiography,  in  Illinois  State  Historical  Society  Journal, 
October,  191 2. 

^^Lazi's  of  Illinois,  1836-37,  pp.  121,  131-133.  134-136. 

^•Sangamo  Journal,  January  27,  1837. 
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During  tlie  eighteen  months  of  its  existence  the  state 
bank  had  declared  dividends  aggregating  seven  dollars 
and  seventy-five  cents  a  share,^^  an  amount  equal  to  nine 
per  cent  on  the  paid  wp  capital,  and  the  Bank  of  Illinois 
had  done  quite  as  well.^^  It  seemed  plausible  to  the  mem- 
bers of  the  legislature,  therefore,  that  if  the  state  be- 
came the  owner  of  a  large  amount  of  profitable  bank 
stock,  the  financial  obligations  of  the  internal  improve- 
ment system  could  be  met  with  ease.  Accordingly 
there  was  inserted  in  the  internal  improvement  act 
the  following  provision:  "All  profits  arising  from  bank 
and  other  stocks  liereafter  to  be  subscribed  for  and  owned 
by  this  state,  after  liquidating  the  interest  on  loans  con- 
tracted for  the  purchase  of  such  bank  or  other  stock," 
should  be  devoted  to  the  payment  of  the  interest  on  the 
eight  millions  to  be  borrowed  for  internal  improvements/^^ 
Governor  Duncan  in  his  message  to  the  legislature^^  had 
recommended  that  the  state  subscribe  only  for  the  one 
hundred  thousand  dollars'  worth  of  stock  reserved  for  it 
in  the  charter  of  the  state  bank,  but  the  legislature  was  not 
disposed  to  stop  at  this  modest  sum.  By  the  acts  of  March 
2  and  4,  1837,  not  only  was  the  one  hundred  thousand  dol- 
lars' worth  of  stock  subscribed  for,  but  tlie  capital  of 
§2,500,000  was  increased  to  |4,500,000,^'  and  the  state  took 
the  whole  additional  issue  of  82,000,000.^^  At  the  same 
time  the  capital  stock  of  the  Bank  of  Illinois  was  increased 
from  $300,000  to  |1,700,000,  of  which  one  million  dollars' 
worth  was  to  be  subscribed  for  by  the  state.^^ 

In  order  to  provide  the  necessary  funds  for  the  pur- 
chase of  this  stock,  the  board  of  fund  commissioners,  a 

^^Rcport  of  state  bank  investigating  committee,  1836-37,  p.  36. 

^*Senate  Journal,  1836-37,  pp.  352  ff. 

^^Lazi's  of  Illinois,  1836-37,  p.  137. 

^^Senate  Journal,  1836-37,  p.  22. 

^^Only  a  small  part  of  the  million  dollar  additional  issue  of  shares  of 
capital  stock  to  individuals  was  ever  paid  in,  so  the  total  capital  liability 
was  never  much  in  excess  of  $3,500,000.  Reports  of  Session  (Senate), 
1839-40,  p.  301. 

^^Laws  of  Illinois,  1836-37,  p.  18. 

^^Ibid.,  Section  6. 
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body  created  to  direct  the  financing  of  the  internal  im- 
provements, was  authorized  to  float  a  loan  of  not  more  than 
three  million  dollars.  There  were  to  be  issued  to  the  lend- 
ers shares  of  "Illinois  Bank  and  Internal  Improvement 
Stock,"  bearing  interest  at  not  more  than  six  per  cent,  and 
redeemable  by  the  state  at  any  time  after  1860. ^•'^  In  no 
case,  however,  could  these  bonds  be  sold  for  less  than  par. 
The  fund  commissioners  were  to  dispose  of  enough  bonds 
to  enable  them  with  the  aid  of  available  cash  in  the  treas- 
ury to  make  a  payment  to  the  two  banks  equal  to  those 
already  made  by  private  stockholders  on  their  shares.  To 
the  nine  directors  of  the  state  bank  were  added  five  state 
directors  elected  biennially  by  a  vote  of  the  two  houses  of 
the  general  assembly. ^^^  This  arrangement  was  hardly  a 
fair  one,  liowever,  for  it  gave  to  the  state,  the  owner  of  a 
majority  of  the  shares,  a  minority  of  the  directorate.  In 
like  manner,  state  directors  were  added  to  the  board  of  the 
Sliawneetown  bank  and  its  activities  were  enlarged  by 
providing  for  branches  at  Jacksonville,  Lawrenceville  and 
Alton,  and  authorizing  the  establishment  of  two  others.^*^^ 
The  bank  law  as  well  as  the  internal  improvement  act  pro- 
vided that  the  net  profits  arising  from  the  stock  must  be 
applied  to  the  interest  upon  internal  improvement  bonds. 
The  banks  were  made  the  depositaries  of  the  funds  accumu- 
lating from  the  sale  of  bonds  and  were  required  to  pay  to 
the  state  a  rate  of  interest  agreed  upon  by  both  parties. 
Moreover,  the  act  designated  the  banks  as  the  fiscal  agents 
of  the  state  as  long  as  quarterly  statements  of  their  condi- 
tion indicated  that  tliey  were  solvent. ''-'' 

The  original  charter  of  tlie  state  bank  permitted  the 
directors  to  borrow  any  sum  not  exceeding  a  million  dollars 
for  the  purpose  of  making  loans  on  real  estate.    The  legis- 


^^'^Lazvs  of  Illinois,  1836-37,  p.  18.  Section  3. 
^^Ubid..  Section  8. 

lo^The  bank  of  Illinois  later  established  one  of  these  at  Pekin.   Laws 
of  Illinois,  1849,  p.  39. 

^"^Ihid.,  1836-37,  p.  18,  Sections  10,  12. 
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lature  now  extended  this  privilege  to  the  Bank  of  Illinois, 
but  set  a  maximum  limit  of  |250,000.^*^^ 

The  legislature  still  contained  a  considerable  element 
hostile  to  banks  and  they  succeeded  in  carrying  a  resolution 
providing  for  the  investigation  of  the  state  bank's  affairs 
by  a  joint  committee  of  five.^*^^  The  object  stated  in  the 
resolution  was  to  ascertain  whether  the  bank  had  violated 
any  of  the  provisions  of  its  charter  and  was  on  that  account 
not  a  fit  place  to  keep  the  state's  funds.  In  spite  of  the 
able  opposition  of  Abraham  Lincoln,^"^*^  who  contended  that 
such  an  investigation  was  an  unwarranted  intrusion  into 
the  affairs  of  what  was  still  a  private  institution,  the  resolu- 
tion was  adopted.  The  report  of  the  committee  declared 
that  the  bank's  management  was  free  from  all  questionable 
practices  and  declared  that  it  was  not  only  a  safe  place  to 
keep  funds,  but  that  its  shares  would  prove  a  good  invest- 
ment for  the  state. 

A  similar  investigation  of  the  Bank  of  Illinois  throws 
light  upon  the  general  policy  of  conducting  that  institution 
since  its  revival  in  1835.^'^'  The  Bank  of  Illinois  had  not 
yet  become  a  state  institution  and  hence  could  have  pre- 
vented any  intrusion  into  its  private  affairs,  but  President 
Marshall  was  anxious  to  make  a  good  impression  and  placed 
all  the  bank's  records  at  the  disposal  of  the  committee,  not 
to  mention  a  bountiful  supply  of  whisky  and  ''plenty  of 
sugar  to  sweeten  it."^'^^  The  bank  was  found  to  be  owned 
and  managed  by  practically  the  same  men  who  had  it  in 
charge  during  its  brief  existence  some  years  before.  All 
the  directors  were  men  of  good  standing  in  southeastern 
Illinois,  most  of  them  having  lived  in  the  neighborhood  of 

^^*Laws  of  Illinois,  1836-37,  p.  17. 

'^^^Senate  Journal,  1836-37,  p.  244. 

^'^^Sangamo  Journal,  January  28,  1837.  Mr.  Lincoln  was  a  member  of 
the  lower  house,  having  been  elected  as  a  Whig  from  the  Springfield 
district.     He  was  a  staunch  friend  of  the  state  bank. 

^^''Senate  Journal,  1836-37,  p.  352.  For  complete  report  of  the  inves- 
tigation see,  also,  U.  S.,  Letter  of  Secy,  of  Treas.  on  State  Banks,  1838, 
pp.  778-783. 

i°8Ford,  History  of  Illinois,  197. 
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Sliawuoctnwn  for  over  twenty  years.^*^^  They  had  heen 
impartial  in  making  loans  and  discounts,  restricting  the 
latter  to  business  men."*^  As  for  loans,  the  entire  business 
of  the  bank  was  confined  to  property  loans  in  southeastern 
Illinois.  The  principal  item  of  income  arose  from  the  pur- 
chase and  sale  of  bills  of  exchange.  The  southern  Illinois 
farmer  usually  shipped  his  grain  and  live  stock  down  the 
river  to  New  Orleans  and  drew  a  bill  of  exchange  on  the 
commission  man  in  that  city.  These  bills  were  sold  to  the 
bank  and  being  payable  at  short  dates  were  used  to  replen- 
ish its  stock  of  specie.  The  committee  found  a  reserve  of 
specie  on  hand  to  the  amount  of  $47,278,  and  a  fev\'  days 
later  a  shipment  of  J|23,300  arrived,  making  a  total  of 
^70,578  as  against  an  outstanding  circulation  of  $105,563 
and  deposits  to  the  amount  of  $110,000. 

The  committee  found  that  the  practice,  forbidden  bj' 
the  legislature  at  this  session,"^  had  been  indulged  in  of 
issuing  bank  notes  payable  at  some  point  outside  the  state. 
Of  the  $105,503  in  bank  notes  then  outstanding,  $83,178 
had  been  issued  at  home,  $14,000  at  Philadelphia,  $2,825  at 
Louisville,  and  $4,000  at  New  Orleans.  The  bank  had  just 
redeemed  $8,500  of  the  I*hiladel]ihia  issue,  which  left  but 
$13,885  to  come  under  the  ban  of  the  new  law.  The  direc- 
tors gave  as  their  reason  for  this  foreign  issue  the  desire  to 
create  at  these  places  am])le  funds  witlt  which  to  meet  the 
needs  of  Illinois  merchants  with(tut  seriously  disturbing 
the  bank's  credits  created  by  the  shipment  of  grain  and  pro- 
visi(ms.  On  the  whole,  the  two  committees  seem  to  have 
had  grounds  for  their  laudatory  comments  on  the  manage- 
ment of  the  two  banks. 

With  the  entry  of  the  state  into  the  field  of  banking 
the  situation  was  com])letely  changed.  Illinois  had  ri'ceived 
from  the  federal  government  $477,010.14  as  her  share  of 
the  surplus  revenue  disti-ibuted  among  llie  states  in  1830.^'- 

'^^^Sciiatc  Journal,  1836-37,  p.  356. 

'lo/ftjrf.,  355- 

mZ-flic'^  of  Illinois,  1836-37,  p.  18. 

"^Auditor's  Report,  Laws  of  Illinois,  1836-37,  p.  193. 
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The  legislature  devoted  |335,592.32  of  this  sum  to  the  re- 
payment of  the  amounts  taken  from  the  school  fund  by 
their  predecessors  and  spent  the  rest  in  internal  improve- 
ments. Since,  however,  funds  were  needed  to  pay  for  a 
portion  of  the  state's  bank  stock  in  cash,  the  federal  money 
just  returned  to  the  school  fund  was  reborrowed  and  di- 
vided between  the  two  banks. ^^"  As  soon  as  the  new  "Bank- 
ing and  Internal  Improvement"  bonds  were  ready,  the  com- 
missioners proceeded  to  Xew  York  to  offer  them  for  sale,. 
in  order  that  the  balance  due  the  banks  for  the  state's  shares 
of  stock  might  be  met.  On  the  day  set  for  opening  the 
bids  for  the  bonds,  the  commissioners  were  cliagrined  to 
find  that  not  a  single  offer  had  been  made.  The  act  forbade 
them  to  sell  the  bonds  at  less  than  par,  so  they  were  com- 
pelled to  abandon  their  efforts.  Tlie  banks  were  now  so 
involved  in  the  state's  affairs  that  they  agreed  to  accept 
the  bonds  at  their  face  value  in  payment  of  the  remainder 
of  the  state's  stock;  the  state  bank  took  $1,765,000  worth 
and  the  Shawneetown  bank,  §900,000.  The  latter  bank 
afterwards  succeeded  in  disposing  of  its  share  but  those 
taken  over  by  the  state  bank  continued  to  burden  its  re- 
sources and  embarrass  its  operations  during  tlie  rest  of  its 
existence.^  ^^  The  banks  had  scarcely  begun  to  adjust  them- 
selves to  their  new  relationship  with  the  state  when  the 
panic  of  1837  burst  upon  the  country  and  left  ruin  every- 
where. 

Beginning  in  New  York  City,  tlie  first  week  in  May, 
the  suspension  of  specie  payments  by  the  banks  spread 
like  a  contagion  down  the  Middle  Atlantic  Coast  and  then 
to  the  West  and  South. ^^-^  By  the  twenty-second  of  May 
it  had  readied  the  St.  Louis  depositary  bank  and  a  week 
later  the  Illinois  banks  voted  to  suspend  for  an  indefinite 
period.^ ^*''  In  so  doing  the  directors  of  the  state  bank  un- 
doubtedly realized  that  the  legislature  would  not  demand 
the  winding  up  of  the  bank's  affairs  as  a  penalty  for  violat- 

^^^Senate  Journal,  1842-43,  p.  36. 

^i*Ford,  History  of  Illinois,  190. 

'^'^^Sangamo  Journal,  May  27,  1837. 

^'^^Ibid.,  June  3,  1837;  Senate  Journal  (special  session),  1837,  p.  12. 
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ing  its  charter  b}'  suspending  specie  payment,  while  the 
charter  of  the  Shawneetown  bank  did  not  contain  such  a 
forfeiture  clause  at  all.  The  banks  and  the  state  were  now 
so  closely  associated  that  the  sudden  termination  of  the 
activities  of  either  of  them  would  result  in  indescribable 
cliaos  in  the  state's  finances.  Thoroughly  alarmed  at  the 
possibility  of  such  a  contingency  in  the  case  of  the  state 
bank,  two  of  the  canal  commissioners  hastened  to  Jackson- 
ville in  search  of  the  governor.  They  finally  persuaded 
him  to  call  a  special  session  of  the  legislature  in  order  that 
legal  sanction  might  be  given  to  the  violation  of  the  bank's 
charter.  Accordingly  at  the  opening  of  the  special  session 
in  July,  1837,  a  memorial  was  presented  from  the  state 
bank  asking  that  the  penalty  of  forfeiture  be  suspended. 
The  legislature  acceded  to  the  request  and  authorized  the 
suspension  of  specie  payments  until  the  end  of  the  next 
general  assembly.  Certain  stipulations  were  imposed,  how- 
ever, tlie  chief  of  which  were:  (1)  No  dividend  could  be 
declared  until  the  bank  resumed  specie  payment;  (2)  No 
specie  could  be  disposed  of  in  any  way,  except  in  amounts 
of  five  dollars  or  less,  for  change;  (3)  A  montlily  statement 
of  the  bank's  condition  must  be  furnished  the  governor  and 
the  newspaper  owned  by  the  state  printer;  (4)  The  total 
issue  of  notes  during  suspension  must  not  exceed  the 
amount  of  capital  actually  paid  in;  (5)  The  state's  funds 
must  be  collected  and  disbursed  as  usual;  (0)  Relief  must 
be  granted  to  the  bank's  debtors  by  allowing  them  to  pay 
their  notes  in  instalments;  (7)  If  any  of  the  foregoing 
provisions  was  violated,  the  bank's  charter  was  ipso  furto 
liable  to  forfeiture.^  ^^ 

A  brief  act  was  also  passed  at  the  special  session  au- 
thorizing the  state  to  sell  its  stock  in  the  banks  to  private 
individuals  if  funds  were  needed  to  meet  the  interest  on 
internal  im])n)V(Mii(Mit  loans."''  Notwithstanding  that  the 
crisis  now  made  their  extravagant  railroad  and  waterway 
program  impossible  of  fultilment,  the  legislature  refused 

^^''Lau-s  of  Illinois  (special  session),  1837,  p.  6. 
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to  curtail  the  i^lans  in  any  way.  By  the  fall  of  1837,  hard 
times  set  in,  but  the  banks  were  powerless  to  furnish  aid  to 
tide  oyer  the  situation.  Instead,  the  discounting  of  notes 
was  reduced  to  a  minimum  and  suits  were  instituted 
against  delinquent  borrowers,  most  of  whom  were  business 
men.  They  in  turn  had  done  a  yery  beaw  credit  business 
since  1835  and  were  compelled  to  force  the  farmers  and 
artisans  to  settle  with  them.^^**  This  caused  a  feeling  of 
resentment  against  the  banks  among  the  rank  and  file  of 
the  people. 

The  Whig  party  and  its  newspaper  organs  remained 
loyal  to  the  banks,  but  the  Democratic  journals  either  de- 
nounced all  banks  on  general  principles  or  favored  their 
establishment  on  an  absolutely  specie-paying  basis.^^^  Even 
Governor  Ewing,  who  had  been  instrumental  in  the  estab- 
lishment of  the  state  bank,  now  turned  against  banks  in  gen- 
eral and  his  former  pet  project  in  particular.^^^ 

As  conditions  throughout  the  country  began  to  im- 
prove the  Illinois  banks,  after  a  suspension  of  over  thirteen 
months,  resumed  specie  payment,  August  13,  1838.^-^  In 
Governor  Duncan's  farewell  message  to  the  legislature  in 
December,  1838,  he  again  urged  in  vain  the  repeal  of  the 
whole  internal  improvement  system.  As  for  the  banks,  he 
commended  them  for  their  voluntary  resumption  and  for 
their  general  stability  displayed  during  the  crisis.  To  en- 
courage the  relief  of  the  multitude  of  poverty  stricken  land 
holders  he  suggested  that  the  state  furnish,  without  any 
responsibility  therefor,  to  any  person  lending  money  on 
Illinois  land  for  five  years  at  six  per  cent,  circulating  notes 
to  the  full  amount  of  the  principal,  to  be  secured  by  the 
mortgage  on  the  property,  the  lender  to  be  allowed  to  circu- 
late these  notes  freely  provided  lie  redeemed  them  promptly 
in  specie.^^^    Instead  of  giving  serious  consideration  to  the 


''■'^^Memoirs  of  Gustave  Koerner,  429. 
^^'^Sangamo  Journal,  August  19,  1837. 
^^^Ibid.,  July  29,  1837. 
"2/6trf.,  August  18,  1838. 
^^^House  Journal,  1838-39,  p.  14. 
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governor's  proposal,  the  legislature  made  more  secure  the 
monopoly  of  note  issue  enjoyed  by  the  banks,  by  passing 
the  act  of  December  4,  which  prohibited  persons  and  private 
institutions  from  issuing  notes.^-^ 

Governor  Carlin  was  a  bank  hater,  and  in  his  inaugural 
address  took  the  reverse  of  his  predecessor's  position. ^2'' 
He  denounced  the  state  bank  in  particular  and  pointed  out 
four  dangerous  defects  in  tlie  existing  system:  (1)  There 
was  no  ade<iuate  macliinery  for  compelling  the  banks  to 
comply  witli  their  charters;  (2)  They  were  allowed  to  med- 
dle in  politics  witli  impunity;  (3)  The  state  bank  was 
lending  millions  to  a  few  speculators;  (4)  The  legislature 
did  not  use  the  means  it  liad  of  compelling  the  banks  to  live 
up  to  the  letter  of  the  law.  While  he  deplored  the  fact 
that  such  an  elaborate  system  of  improvements  had  been 
inaugurated,  I\Ir.  Carlin  was  of  the  opinion  that  it  was 
too  late  to  turn  back  after  an  expenditure  of  ten  millions 
liad  been  made.  The  legislature  heeded  liis  advice  by  au- 
thorizing nearly  a  million  dollars'  worth  of  additional 
projects  rather  than  surrender  the  ])rinciple  of  state  con- 
struction of  ])nl)lic  im])rovcments.'-"  In  addition  to  the  act 
forbidding  the  issue  of  notes  by  unauthorized  juTsons,  sev- 
eral other  minor  bank  laws  Avere  passed  at  this  session. 
The  first  of  these  was  known  as  the  f<n'eign  small  note  act 
and  had  for  its  object  the  expulsion  from  the  state  of  all 
notes  of  less  than  five  dollars  denomination.  The  state  bank 
had  been  forbidden  by  its  charter  to  issue  notes  smaller 
tiuui  five  dollars  and  tlie  Rank  of  Illinois  had  consistently 
followed  the  policy  of  not  doing  so,^-"  lience  the  public  had 
been  compelled  to  depend  for  its  small  notes  upon  the  issues 
of  the  IJank  of  Cairo  and  a  miscellaneous  assortment  of 
foreign  notes.  By  excluding  foreign  small  notes  a  monop- 
oly of  the  issue  of  ones,  twos  and  threes  was  given  to  the 
llank  of  Caii'o,  but,  as  will  be  s(H'n,  tliis  ]>rivileg!'  was  later 


'-■'/.ti:c'.9  of  IlHiiols.  1838-39,  p.  8n. 
^-''Senate  Journal,  1838-39,  p.  18. 
^-^Rc{>orts  of  Session   ( Senale),   1839-40,  p,  5. 
^-'Senate  Journal,  1836-37,  pp.  354  ft*. 
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exercised  also  by  the  Bank  of  Illinois  and  the  legislature 
finally  extended  it  to  the  state  bank.^-^  A  third  act  relating 
to  banks  was  passed  at  the  1838-39  session.  It  placed  the 
selection  of  the  "state  directors  of  the  two  banks  in  the 
hands  of  the  governor,  instead  of  the  legislature.^-^ 

The  federal  government  still  refused  to  establish  a  de- 
positary in  the  state,  hence  the  depositary  at  St.  Louis 
continued  to  receive  the  large  amount  of  land  money  col- 
lected from  Illinois  purchasers.  The  legislature  by  joint 
resolution  again  besought  the  secretary  of  the  treasury  to 
make  the  state  bank  a  federal  depositary  but  he  had  no 
funds  to  place  in  the  hands  of  the  Whigs.  The  official  rea- 
son given  was  that  the  banks  of  Illinois  did  not  conform 
to  the  federal  requirements  by  refraining  from  paying  small 
bills  to  their  patrons.^"^  The  secretary,  however,  found  it 
convenient  to  use  the  Chicago  branch  of  the  state  bank  and 
in  1839-40  had  nearly  |150,000  on  deposit  there.^^^  The 
failure  to  secure  the  federal  deposits  was  a  hard  l)lo\\'  to 
the  state  bank  and  its  excessive  issue  of  notes  soon  began  to 
depreciate. 

Meanwliile  the  temporary  revival  of  business  in  1838 
and  the  earily  part  of  1839  was  followed  by  a  second  crisis 
in  the  autumn  of  1839.  When  the  news  reached  Springfield, 
October  20,  that  the  banks  of  the  East  and  South  had  again 
suspended  specie  payment,  the  directors  of  the  state  bank 
were  called  together  and  again  decided  to  order  another 
suspension  in  spite  of  losing  their  charter  by  so  doing.  Mes- 
sengers were  despatched  to  every  branch  notifying  them 
to  suspend  at  once.^-^-  The  news  spread  quickly  and  the 
next  morning  a  large  amount  of  notes  v\'as  presented  at  the 
bank  for  redemption :  but  the  directors  refused  to  pay  out 


'^-^Lazi's  of  Illinois,  1838-39,  p.  79.  The  note  issues  of  the  Bank  of 
Cairo  will  be  taken  up  hereafter  in  connection  with  the  history  of  that 
institution. 

^-^Ibid.,  234. 

'^^'^Sangaiiio  Journal,  January  19,  1839. 

^^^Reports  of  Session   (Senate),  1839-40,  p.  310. 

^3-Xilcs'  Register,  Ivii,  167. 
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any  specie.^ ^^  The  directors  of  the  Bank  of  Illinois  at  first 
decided  that  thev  were  able  to  Aveather  the  storm,^^*  but 
after  makinjj:  the  attempt  for  two  weeks  they  followed  the 
example  of  the  state  bank.^^^ 

The  alarming  condition  of  the  state's  finances  caused 
the  governor  to  convene  the  legislature  in  the  special  ses- 
sion of  1839-40.  The  credit  of  the  state  had  been  extended 
to  the  limit,  the  total  liabilities  aggregating  $11,107,919.44 
and  calling  for  an  annual  interest  payment  of  |637,800.^^^ 
Furthermore,  to  provide  funds  to  complete  the  work  al- 
ready authorized  would  increase  the  amount  to  |21,846,- 
444.50.  Not  only  had  the  legislature  ordered  the  work 
over  the  whole  system  of  improvements  to  be  undertaken 
simultaneously  but  they  had,  as  has  been  noted,  enlarged 
the  scope  of  the  work.  The  governor  now  urged  that  only 
one  or  two  of  the  most  important  projects  be  continued. 
He  then  proceeded  to  criticize  the  state  bank;  first  for 
having  suspended  specie  payment  again;  second,  for 
utterly  disregarding  the  interests  of  the  state  and  the  gen- 
eral public  by  furthering  the  interests  of  a  few  speculators 
in  lead  and  pork.  He  therefore  recommended  that  no 
mercy  be  sliown  the  bank  and  that  its  recent  operations  be 
subjected  to  a  most  searching  investigation.  The  attitude 
of  the  governor  and  the  legislature  seems  to  have  been 
more  friendly  toward  the  Bank  of  Illinois.^^'  Conse- 
quently they  were  content  to  let  that  institution  off  with  a 
demand  nddressed  to  its  state  directors  for  an  explanation 
as  to  their  votes  in  favor  of  suspension.  The  defense 
offered  by  the  directors  was  that  the  interests  of  the  state 
demanded  that  the  bank's  specie  be  thus  protected  during 
country-wide  suspensions  of  specie  payment.  Furthermore, 
they  argued  that  the  constant  advances  to  the  state  had 
weakened  the  bank's  ability  to  withstand  a  drain  of  its 
gold  and  silver.    Tlie  part  of  the  reply  tliat  was  calculated 

^^^St.  Louis  Bulletin,  October  24,  1839. 
'^^*Sliaw}icetozi'n  Voice  and  Journal,  October  26,  1839. 
^^'•Refiorts  of  Session  (Senate),  1839-40,  p.  46. 
'ao/fc.U,  3- 
^^•Ibid.,  12. 
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to  appeal  to  the  legislature  was  the  statement  that  if  the 
bank  must  continue  to  pay  out  specie,  it  must  curtail 
its  discounts  and  loans  to  such  an  extent  that  no  dividend 
could  be  paid  on  the  state's  million  dollars  worth  of 
stock.^^^ 

With  regard  to  the  state  bank,  the  legislature  decided 
to  follow  Governor  Carlin's  advice  and  give  its  affairs  a 
thorough  airing  before  a  committee  of  the  two  houses. 
Although  the  majority  of  the  committee  appointed  favored 
the  bank  wherever  possible,  they  were  forced  to  acknow- 
ledge in  their  report  that  startling  abuses  had  crept  into 
its  management.  All  the  members  agreed  that  the  bank  had 
violated  its  charter  hv  a  suspension  lasting  more  than 
sixty  days,  l)ut  on  other  more  important  matters  the  dis- 
cord was  so  great  that  three  separate  re^jorts  were  submit- 
ted to  the  legislature.^^''  A  number  of  persistent  rumors 
about  the  bank  were  investigated  by  the  committee  and 
more  or  less  truth  was  found  in  them.  In  the  first  place, 
the  statement  that  money  was  loaned  to  non-residents  was 
found  to  be  correct  but  the  amount  had  been  greatly  exag- 
gerated, only  four  per  cent  of  the  loans  having  been  made 
to  persons  outside  of  the  state.  There  was  a  current  rumor 
that  Nevins,  Townsend,  and  Company,  the  bank's  eastern 
correspondents,  were  given  the  use  of  large  sums  without 
interest,  but  on  the  contrary  the  bank  was  found  to  have 
overdrawn  its  account  with  this  house  to  the  extent  of 
§150,000.  Considerable  suspicion  having  been  attached 
to  the  stockholdings  of  Samuel  Wiggins  of  Cincinnati,  the 
committee  made  a  careful  inquiry  as  to  the  character  of 
his  relations  with  the  bank.  They  found  that  of  the 
original  issue  of  .Sl,400,000,  IMr.  Wiggins  obtained  sl<).3,100. 
He  had  paid  some  of  the  installments  when  called  for,  but 
in  October,  1835,  he  had  failed  to  respond  to  the  call  and 
was  compelled  to  ask  that  the  penalty  of  forfeiture  of  his 
stock  be  not  inflicted  for  sixty  days.  Contrary  to  tlie 
bank's  charter,  he  was  granted  a  loan  of  a  sufficient  amount 

i^«Reports  of  Session  (Senate)    1839-40   f    128. 
"9/fct"d.,  241  ff. 
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to  meet  the  call,  by  offering  $50,000  worth  of  his  stock 
as  collateral. ^^^  The  bank  not  only  renewed  this  loan  from 
time  to  time,  but  in  addition  advanced  enough  money  to 
enable  Mr.  Wiggins  to  complete  the  payments  on  his 
$193,100  worth  of  stock.  In  over  four  years,  he  had  repaid 
but  118,500  of  the  |58,500  borrowed  but  had  continued  to 
draw  a  semi-annual  dividend  on  all  the  stock. 

In  addition  to  his  personal  holding,  it  will  be  remem- 
bered that  Mr.  Wiggins  was  a  member  of  a  syndicate  wliich 
agreed  to  purchase  all  the  second  issue  of  a  million  dol- 
lars left  unsold.  They  had  paid  eleven  dollars  on  each  of 
the  8,GG5  shares  and  were  receiving  a  proportional  share 
of  the  dividends  and  Mr.  Wiggins  had  a  correspondingly 
larger  voice  in  the  direction  of  the  bank's  management 
although  ineligible  to  a  place  in  the  directorate.  Aside 
from  the  accommodations  granted  to  Mr.  Wiggins,  the 
bank  Imd  confined  its  activities  very  largely  within  the 
state.  It  had  even  refrained  from  accepting  any  consider- 
able share  of  tlie  St.  Louis  patronage  which  would  have 
been  exceedingly  profitable  on  account  of  the  large  volume 
of  produce  whicli  was  transliipped  at  that  point.  But  this 
failure  to  accommodate  the  business  men  of  St.  Louis  was 
due  to  no  exalted  ideas  of  devotion  to  home  interests  but 
was  tlie  result  of  the  selfish  ambition  of  a  small  clique  of 
Alton  speculators  to  destroy  the  commercial  supremacy  of 
St.  Louis  and  to  amass  great  fortunes  for  themselves  by 
diverting  the  commerce  of  the  Mississippi  to  Alton.  As 
has  been  noted,  Godfrey,  Gilman  and  Company,  Alton 
commission  merchants,  had  a  large  portion  of  the  state 
bank  stock  under  their  control  and  unlike  the  other  influ- 
ential stockholders,  were  residents  of  the  state  and  eligible 
to  election  as  directors.  Accordingly,  ^Ir.  Gilman  had 
been  a  director  of  the  parent  bank  for  over  three  years  and 
Mr.  Godfrey  had  held  a  directorship  in  the  Alton  branch 
for  nlinost  as  long  a  time.  But  for  reasons  which  are 
about  t<t  bo  revealed,  both  liad  recently  resigned  their 
respective  otficc^.^"*^ 

^*oRcports  of  Session   (Senate").  1 839-40,  p.  274. 
^*^Ibid.,  289. 
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Since  the  prosperity  of  their  business  depended  upon 
tbe  deyelopment  of  Alton  at  the  expense  of  St.  Louis,  this 
firm  proceeded  to  enlist  tlie  state  bank  in  their  campaign 
to  make  Alton  the  commercial  emporium  of  the  Mississippi 
Valley.  Much  of  the  corn  and  pork  from  the  farms  of  the 
Middle  West,  as  well  as  the  lead  from  the  mines  at  Galena 
on  the  upper  Mississippi,  were  sold  to  St.  Louis  merchants 
and  transhipped  by  them  to  southern  or  eastern  markets, 
thus  creating  for  the  benefit  of  St.  Louis  brokers  a  large 
amount  of  credit  in  the  money  centers  of  the  country. ^^- 
The  region  around  Galena  was  exporting  by  way  of  St. 
Louis  six  or  seven  hundred  thousand  dollars  worth  of  lead 
each  year,  the  greater  part  of  it  to  the  Atlantic  seaboard, 
and  the  directors  of  the  state  bank  were  allured  by  the 
prospect  of  becoming  the  possessors  of  the  large  amount  of 
credit  that  would  result  from  these  shipments.  Conse- 
quently, they  were  easily  persuaded  to  make  liberal  ad- 
vances to  the  Alton  lead  merchants,  especially  to  their 
fellow  directors,  Messrs.  Godfrey  and  Gilman.  In  fact,  the 
accommodations  to  this  one  firm  as  drawers,  discountors, 
and  endorsers  of  paper  amounted  to  |800,748.00^^^  before 
the  other  directors  came  to  their  senses  and  called  a  halt. 
The  larger  part  of  this  liability  had  been  created  by  the 
firm's  transactions  with  H.  H.  Gear,  a  Galena  lead  pro- 
ducer, who,  whenever  he  drew  bills  of  exchange  on  them  for 
shipments  of  lead,  promptly  sold  them  to  the  Galena 
branch  of  the  state  bank.  The  bank,  however,  was  not 
wholly  committed  to  the  interests  of  one  Alton  concern  for 
it  had  made  similar  advances  of  over  one  hundred  thousand 
dollars  to  the  firm  of  A.  G.  Sloo  and  Company. ^^^  With 
such  generous  financial  backing  the  Alton  commission 
men  had  combined  for  the  purpose  of  raising  the  price  of 
lead  and  succeeded  in  a  short  time  in  raising  it  from  .f2.75 
per  hundred  weight  to  |4.25.  In  their  efforts  to  corner  the 
supply  they  bought  witli  a  free  hand,  l)ut  soon  found  that 


^*-Reports  of  Session   (Senate),  1839-40,  p.  2/ 

^^^Ibid.,  256. 

^**Jbid.,  265;  Ford,  History  of  Illinois,  176. 
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they  were  unable  to  control  the  situation  in  the  eastern 
market,  which  was  supplied  by  scores  of  producers. ^^^  By 
the  time  their  lead  reached  New  York,  the  market  had 
become  so  unsatisfactory  that  the  whole  large  shipment 
was  placed  in  the  warehouses  to  await  a  rise  in  price. 
Meanwhile  in  addition  to  their  speculations  on  the  lead 
market  itself,  Godfrey,  Oilman  and  Company  had  used 
several  hundred  thousand  dollars  of  the  bank's  money  in 
buying  up  mines  and  smelters  and  in  speculating  in  Galena 
town  lots."''  The  burden,  therefore,  tinally  became  too 
great  and  they  and  their  fellow  speculators  were  compelled 
to  bring  tlieir  lead  out  of  storage  and  sell  it  at  a  great 
sacrifice,  Sloo  and  Company'  went  into  bankruptcy  and 
the  other  firms  were  practically  ruined.  ^Ir.  Gear  of 
Galena  was  compelled  by  the  directors  to  assume  a  large 
part  of  Godfrey,  Oilman  and  Company !s  obligation,  thus 
reducing  that  firm's  liability  to  the  bank  to  |419,35S."^ 
The  attempt  to  make  Alton  a  great  metropolis  cost  the  bank 
nearly  a  million  dollars  and  brought  disaster  to  the  city's 
legitimate  business  interests. ^"^^ 

The  connection  of  the  bank  with  speculation  in  Illinois 
produce  did  not  end  here,  for  it  came  dangerously 
near  to  the  point  of  speculating  in  lead  and  pork  on  its 
own  account.  In  its  eagerness  to  secure  credit  in  the 
East  the  bank  had  united  with  some  Galena  mine  owners 
in  emi)l()ying  J.  G.  Lamb  of  Alton  as  their  joint  agent. 
According  to  the  arrangement  made  with  Mv.  Lamb,  these 
lend  producers  delivered  tlieir  ])r(»duct  to  the  Gah^na  branch 
of  the  bank  and  were  paid  about  tiiree-fourtlis  of  its  market 
Aaluc.  Tlie  cashier  then  shipped  the  lead  to  Mr.  Lamb, 
wh(»  iu  turn  consigucd  it  to  Xevins,  Towuscud  and  Com- 
pany, the  bank's  New  York  correspondents.  When  the 
lead  was  sold  in  the  New  York  market,  Nevins,  Townsend 
and  Com]>auy  ]>lac('(l  the  iirocccds  to  the  criMlit  of  the  state 

^*''Rctorts  of  Session  (Senate),  1839-40,  p.  2". 
^*^Ford,  History  of  Illinois,  176. 
^*' Reports  of  Session   (Senate),  1839-40,  p.  265. 
^^^Ford,  History  of  Illinois,  i;6. 


451]  BANKING   AND  INTERNAL   niPKOVICMENTS  93 

bank.  The  bank  in  turn  deducted,  the  interest  on  the 
money  paid  to  the  lead  producers  and  credited  Mr.  Lamb 
with  the  rest.  Mr.  Lamb  then  deducted  his  commission 
and  other  charges  and  sent  the  producer  a  check  for  the 
balance.  Thus  while  the  bank  cannot  be  said  to  have 
speculated  directly  in  lead  it  was  guilty  of  devoting  too 
large  a  share  of  its  resources  to  the  fostering  of  a  highly 
hazardous  undertaking.^^^ 

The  cashier  and  clerk  of  the  Chicago  branch  also  dis- 
played a  lack  of  good  judgment,  to  say  the  least,  by  engag- 
ing in  pork  speculation  with  two  Chicago  commission  men. 
They  used  over  $26,000  of  the  bank's  funds  in  this  way  at 
a  time  when  accommodations  were  being  refused  the  legiti- 
mate enterprises  of  the  city,^^'^ 

Closely  related  to  the  inquiry  into  the  bank's  relations 
with  speculators  was  the  charge  that  all  the  directors  as 
well  as  members  of  the  legislature  had  received  a  dispropor- 
tionate amount  of  credit.  In  spite  of  the  fact  that  Messrs. 
Godfrey  and  Oilman  had  now  withdrawn  from  the  director- 
ate, it  was  found  tliat  §493,227.57  was  due  the  bank  from 
its  directors  and  tlie  firms  of  which  they  were  members. 
The  president  of  the  bank  urged  in  defense  of  the  practice 
of  favoring  the  directors  the  consideration  that  these  men 
gave  a  great  deal  of  valuable  time  to  the  bank's  business 
and  were  entitled  to  special  consideration  in  lieu  of  a  fixed 
salary. ^^^  As  for  special  favors  being  shown  members  of 
the  legislature,  the  investigation  sliowed  that  twenty-one 
members  had  borrowed  over  |2,000  each,  but  that  their  total 
liabilities  readied  the  modest  sum  of  .?50,394.2().^''-  The 
extent  to  whicli  the  bank  accommodated  tlie  different 
classes  of  borrowers,  however,  can  be  seen  from  the  fol- 
lowing table  in  which  debtors  are  divided  into  groups  ac- 
cording to  the  amount  of  their  obligations.^'''' 


^*°Rcports  of  Session  (Senate),  1839-40,  pp.  311  ff.,  336. 
^^^Ibid.,  266,  331,  332. 
'^■''^Ibid.,  pp.  279,  287. 
"2/fe,U,  307. 
'^^^Ibid.,  290. 
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Amount  Number  of  borrowers 

$200  or  less —.1875 

$200-500  1408 

$500-1000  713 

$1000-3000  732 

$3000-5000  172 

Over  $5000  202 

Although  the  majority  report  of  the  committee  ex- 
pressed confidence  in  the  bank's  solvency,  in  spite  of  its 
reckless  advances  to  favorites,  an  analysis  of  the  official 
statement  of  the  institution  for  January,  1840,  reveals 
some  assets  of  a  very  questionable  value.^^*  For  example, 
the  first  item  under  "assets"  (discounts,  bills  of  exchange 
and  loans)  amounts  to  |3,937,584.75,  but  Dr.  Murphy  of 
Chicago,  a  member  of  the  committee,  in  his  separate  re- 
port, shows  that  at  least  |921,461.19  of  this  amount  should 
have  been  listed  as  a  suspended  debt.^^^  Tlie  second  item 
in  the  ''asset"  column,  "Illinois  State  Bonds,"  shows  that 
the  bank  had  not  been  able  to  dispose  of  the  |1, 765,000  in 
state  bonds  received  in  part  payment  of  the  state's  shares, 
nor  the  $690,750  worth  of  canal  stock  unloaded  by  the  state 
upon  the  directors  of  the  bank.^"'^  In  view  of  the  actual 
market  value  of  Illinois  securities,  the  bonds  should  have 
been  entered  at  about  half  their  face  value  instead  of  at 
par.  It  was  evident,  therefore,  that  if  tlie  bank  were  com- 
pelled to  forfeit  its  charter  because  of  its  recent  suspension 
of  specie  ])aynH'nt,  the  stockholders,  including  the  state, 
would  not  be  able  to  realize  the  full  amount  invested  in 
the  enterprise. 

The  legislature,  although  dominated  by  Democrats, 
many  of  them  hostile  to  banks,  decided  that  the  state's 
interests  demanded  a  further  postponement  of  the  penalty 
of  forf(Mture.  By  the  act  of  January  31,  1840,  the  bank 
was  allowed  to  continue  the  suspension  of  specie  payments 
until  the  close  of  the  next  session  of  the  legislature.  The 
directors,  however,  were  required  to  bind  themselves  to  an 

^■'^Rcj^orts  of  Session  (Senate),  1839-40,  348. 
iss/fctrf.,  p.  263. 
"«/&iU,  308. 
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agreement:  (1)  To  make  no  more  loans  based  upon  the 
bank's  stock;  (2)  To  permit  any  person  holding  five  or 
more  shares  to  become  a  director;  (3)  To  limit  the  amount 
of  liabilities  of  any  one  person  to  810,000  in  promissory 
notes  and  $25,000  in  bills  of  exchange;  (4)  To  choose  not 
less  than  three  new  directors  at  the  next  election  and  not 
less  than  two  new  members  at  each  succeeding  election ;  (5) 
To  accept  their  own  currency  for  all  claims  against  them. 
In  addition  to  these  stipulations,  the  restrictions  placed 
upon  the  bank  during  its  former  suspension  were  again  put 
into  force. ^^" 

The  use  of  bank  funds  for  pork  speculation  by  officers 
of  the  Chicago  branch  furnished  an  opportunity  for  some 
of  the  legislators  to  "get  eyen''  with  the  cashier  of  the 
branch  by  securing  its  removal  from  Chicago  to  Lockport, 
a  village  about  fortv  miles  away,  on  the  line  of  the  Illinois 
and  Michigan  Canal. ^^*  During  its  existence  of  less  tlian 
four  years  the  Chicago  branch  had  been  a  factor  in  tlie 
rapid  development  of  that  citv.  It  had  furnished  eastern 
exchange  at  from  one  to  two  per  cent  while  its  discounts 
of  business  paper  averaged  about  |500,000.  The  directors 
of  the  parent  bank,  however,  decided  to  obey  the  mandate 
of  the  legislature  and  in  July,  1840,  closed  the  branch. ^^^ 
Scarcely  had  a  beginning  been  made  in  the  new  location, 
however,  when  the  legislature  restored  the  branch  to  Chi- 
cago.^ ^^  On  the  whole,  the  most  commendable  piece  of  legis- 
lation enacted  at  the  special  session,  altliough  it  dealt  only 
indirectly  with  the  banks,  was  the  repeal  of  the  internal 
improvement  act  and  the  issuance  of  an  order  that  all  work 
be  indefinitely  suspended. ^^^ 

The  year  1840  witnessed  some  improvement  in  the  gen- 
eral situation  in  Illinois  but  the  banks  were  gradually 
falling  into  bad   repute.     Tlieir  notes,  which  had  never 

^^''Lazvs  of  Illinois,  1839-40,  p.  15. 

'^^^Chicago  American,  August  7,  1840. 
^^°Laws  of  Illinois,  1840-41,  p.  40. 
^^'^Ibid.,  1839-40,  p.  93. 
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suffered  a  discount  of  more  than  two  or  three  per  cent,  were 
now  rated  by  brokers  at  ninety  cents  on  the  dollar.  Hence 
it  was  estimated  b^'  Congressman  Stuart  in  a  speech  in 
the  federal  house  of  representatives  that  the  bank  paper 
of  Illinois  was  costing  the  people  of  the  state  one  hundred 
and  sixt}'  thousand  dollars  a  year  in  higher  prices  for 
goods  bought  in  the  East  and  lower  prices  for  produce  sold 
there.^'^^  A  number  of  Chicago  business  men  made  an  un- 
successful attempt  to  drive  Illinois  bank  paper  out  of 
circulation  iu  that  city,  while  the  notes  were  dubbed  "bank 
rags"  by  the  newspapers.^'''* 

Meanwhile  the  interest  bill  of  the  state  had  assumed 
such  alarming  proportions  that  Governor  Carlin  was  forced 
to  summon  the  legislature  to  meet  tAvo  weeks  before  the 
regular  date  (December  7,  1840)  in  order  that  some  way 
might  be  devised  for  providing  the  needed  revenue.  There 
had  been  so  much  resentment  manifested  toward  previous 
legislatures  Avhich  liad  levied  additional  taxes  that  some  of 
the  members  favored  a  bill  providing  for  the  purchase  by 
the  state  of  three  millions  of  additional  bank  stock,  with 
the  expectation  that  the  dividends  on  the  10,100,000  thus 
invested  would  not  only  pay  the  interest  on  the  money 
borrowed  to  buy  the  stock  but  would  suffice  for  the  pay- 
ment of  the  state's  entire  interest  bill.  In  support  of  the 
project  it  was  urged  that  the  unsatisfactory  condition  of 
the  banks  was  due  solely  to  a  lack  of  capital  and  if  this 
were  supplied,  dividends  would  probably  increase  at  once 
to  the  desired  amount. ^°^  Governor  Carlin  was  bitterly 
opposed  to  this  plan  and  warned  the  legislature  against  all 
such  chimerical  schemes.^'''''  The  matter  was  referred  to 
the  committee  on  ])anks,  wliich  ])res('nted  in  its  report  the 
following  vivid  picture  of  the  existing  situation  :^^''""' 

"Such  schemes  of  producing  wealth  as  the  multiplica- 
tion of  banks  and  ])a])er  money  all  (Mid  in  disaster.     Up  to 

^'-Quoted  by  the  Vandalia  Free  Press,  June  26,  1840. 
^'^^Cliicago  Aiuericau,  October  9,  1840. 
^'^^Rcporis  of  Session  (H.  of  R.").  1840-41.  p.  13. 
'^'^''Reports  of  Session   (Senate),  1840-41,  p.  3. 
"«/fc.W.  (H.  of  R.),  14. 
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1836-37,  when  their  capital  was  increased,  our  wliole  debt 
was  only  |100,000.  Three  years  have  elapsed  and  what  is 
their  history?  Paper  money  multiplied,  foreign  debts  cre- 
ated, visionary  schemes  of  internal  improvement  com- 
menced and  abandoned — prodigality  abounding  in  every 
department,  until  we  find  ourselves  burdened  with  a  debt 
of  thirteen  millions.  The  payment  of  this  stock  at  the 
present  rate  of  our  bonds  would  involve  borrowing  four 
millions  to  pay  three.  Since  1837  the  dividends  have  been 
constantly  diminishing  until  we  find  them  for  the  last  year 
only  equal  to  the  interest  on  our  bonds.^^^  ....  The  banks 
have  been  in  operation  for  four  years  and  during  a  large 
portion  of  the  time  have  been  in  a  state  of  suspension.  .  .  . 
They  have  been  unable  to  handle  three  millions  rightly, 
then  why  give  them  three  more?" 

The  legislature  was  convinced  of  the  wisdom  of  this 
view  and  partially  met  the  situation  by  voting  an  increase 
of  taxes.  The  immediate  needs,  however,  had  to  be  met  in 
a  very  questionable  manner.  The  fund  commissioners 
being  unable  to  sell  the  state's  interest  bonds,  hypothecated 
1804,000  with  Macalister  and  Stebbins  of  Philadelphia  as 
security  for  a  loan  of  but  |321,G00.  The  firm  remitted 
1261,500,  but,  according  to  Ford,  the  state  never  was  paid 
the  rest.^®^ 

By  summoning  the  legislature  two  weeks  earlier  than 
the  time  fixed  by  the  constitution  Governor  Carlin  caused 
a  very  important  question  to  be  raised.  The  Democrats 
held  that  since  the  regular  session  could  not  lawfully  begin 
until  December  7,  the  session  called  by  the  governor  was 

^^'The  following  table  shows  the  fluctuation  in  the  semi-annual  divi- 
dend rate  in  the  case  of  both  banks.  Reports  of  Session  (Senate),  1840-41, 
p.   15.  State  Bank        Bank  of  Illinois 

June,  1837  2l^7c  not  given 

December,   1837  5  not  given 

June,   1838  5  not  given 

December,   1838  4  3/^% 

June,  1839 4  4 

December,   1839  3^4  4 

June,  1840 3  3 

i«8Fcrd,  History  of  Illinois,  198. 
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entirely  distinct  from  the  regular  session  and  must  be  ad- 
journed sine  die  on  the  preceding  legislative  day,  Decem- 
ber 5.  It  will  be  remembered  that  the  state  bank  was  re- 
quired by  the  recent  suspension  act  to  resume  at  the  close 
of  the  next  session  of  the  legislature,  but  the  directors 
naturally  supposed  that  there  were  several  months  in 
which  to  prepare  for  resumption  and  had  not  given  the 
matter  serious  consideration.  When  the  AYliig  members 
realized  the  seriousness  of  the  bank's  situation,  they 
planned  to  absent  themselves  from  the  room  and  thus  break 
up  the  quorum  and  prevent  adjournment.  When  the  fifth 
of  December  arrived  they  proceeded  to  carry  out  their  plot, 
but  tlie  Democrats  grasped  the  situation  and  by  guarding 
the  doors  and  windows  until  a  motion  for  adjournment 
could  be  carried,  won  the  day  and  forced  the  bank  to  the 
choice  of  resumption  or  liquidation.^  *^^ 

The  state  bank,  in  common  witli  those  of  the  entire 
West  and  South,  had  originally  planned  to  resume  volun- 
tarily, January  15,  1841,  but  now  that  it  was  suddenly 
confronted  with  the  danger  of  losing  its  charter,  the  direc- 
tors hurriedly  voted  to  resume  at  once.^"°  In  order  to  for- 
tify itself  as  much  as  possible  in  its  single-handed  battle, 
the  bank  ceased  discounting  entirely  and  refrained  from  the 
issue  of  notes  as  far  as  possible.  As  a  somewhat  pardonable 
measure  of  revenge  upon  the  legislature,  it  was  ordered 
that  all  further  advances  to  the  state  should  cease.  The 
bank  had  been  very  liberal  in  allowing  the  state  to  over- 
draw its  account  to  tlie  extent  of  |196,000  and  the  directors 
estimated  tliat  at  tlie  present  rate  this  overdraft  would 
amount  to  about  |300,000  by  the  end  of  the  next  year.  In 
undertaking  to  resume  specie  payments,  the  bank  was  not 
only  compelled  to  cut  off  all  sources  of  profit  but  was  offer- 
ing several  cents  premium  for  specie,  hence  its  officers  felt 


i^^Letter  of  \V.  Fithian  to  A.  Williams.  December  6,  1840,  in  JVilliams- 
Woodbury  Mss.;  Ford,  History  of  Illinois,  22s;  Reports  of  Session  (Sen- 
ate), 1840-41,  p.  12. 

'^'"^Sangamo  Journal,  December  18,  1840. 
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no  compunctions  about  refusing  further  advances  to  the 
state.^'^ 

The  directors  had  adopted  this  policy-  of  resuming 
single-handed  with  the  firm  belief  that  the  other  banks 
would  live  up  to  their  agreement  to  resume,  January  15, 
but  as  that  day  drew  near  instead  of  specie,  only  excuses 
were  offered  to  note  holders  and  the  State  Bank  of  Illinois 
continued  to  fight  it  out  alone.^"-  On  January  25,  the  rep- 
resentatives of  the  banks  of  Kentucky,  Indiana,  Ohio  and 
Illinois  met  in  convention  at  Louisville  to  fix  another  date 
for  resumption,  but  failing  to  reach  a  decision,  they  ar- 
ranged for  a  second  meeting  at  some  distant  date.  The 
state  bank's  officials  came  home  thoroughly  discouraged, 
for  there  seemed  to  be  no  prospect  for  a  general  resumption 
within  the  next  six  months  or  possibly  a  year.  During  the 
bank's  own  brief  period  of  resumption  $455,000  in  specie 
had  been  withdrawn  by  note  holders  and  it  was  evident 
that  such  a  situation  could  not  long  continue.^ ^^  And  yet, 
on  the  other  hand,  the  surrender  of  the  charter  would  in- 
volve the  sale  of  the  state  bonds  at  an  enormous  loss  and 
the  collection  of  loans  at  a  time  when  the  borrowers  were 
unable  to  meet  their  obligations  in  full.  The  curtailment 
of  the  bank's  activities  and  the  contraction  of  the  currency 
by  the  retirement  of  the  |455,000  of  redeemed  notes  had 
already  caused  a  fall  in  prices,  and  made  the  lot  of  the 
debtor  increasingly  hard.  These  considerations  were  pre- 
sented by  the  directors  of  the  state  bank  to  the  legislature 
in  the  form  of  a  memorial,  in  which  was  also  incorporated 
a  request  for  further  authorization  of  the  suspension  of 
specie  payment.^  ^^ 

In  the  interval  which  had  elapsed  since  the  legislature 
had  brought  about  the  humiliation  of  the  state  bank,  the 
members  had  occasion  to  pay  dearly  for  their  cruel  sport, 
for  as  soon  as  tlie  bank  had  been  compelled  to  resume,  it 

^'''^Reports  of  Session   (Senate),  1840-41,  p.  14. 
'^''^Chicago  American,  January  15,  1841. 
^''^Reports  of  Session  (Senate),  1840-41,  pp.  416  ff. 
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stopped  cashing  their  salary  warrants  and  they  were  com- 
pelh'd  to  dispose  of  tliem  at  lialf  their  valiie.^'^  Conse- 
quently, as  the  session  drew  near  its  close,  those  members 
who  had  been  so  eager  to  compel  a  strict  compliance  with 
the  law  were  now  dis])osed  to  show  mercy.  Accordingly, 
by  the  act  of  February  27,  1841,  the  banks  of  the  state  were 
declared  free  to  suspend  until  the  other  banks  of  the  South 
xind  West  should  resume.  As  the  New  York  Evening  Post 
put  it,  "the  Illinois  legislature  has  authorized  the  sale  of 
indulgences."^"*'  The  act  even  set  aside  any  forfeiture  that 
might  have  accrued  before  December  5,  1840.  In  addition 
to  tlie  long  list  of  restrictions  imposed  at  the  time  of  the 
last  suspension,  it  was  furtlier  provided  that  the  interest 
on  loans  should  be  reduced  one  per  cent,  in  order  to  accom- 
modate the  more  impecunious  borrowers.  Until  January 
J,  1843,  the  state  bank  could  issue  one,  two  and  tliree  dollar 
notes,  but,  in  return  for  this  and  other  favors,  it  was  forced 
to  ])ur('hase  of  the  state  at  par  iifty  thousand  dollars'  worth 
of  six  per  cent  bonds  every  six  montlis  for  two  years.  The 
state  treasurer  was  specifically  instructed,  however,  not  to 
use  the  money  thus  obtained  for  paying  any  of  the  state's 
indebtedness  to  the  bank.  The  maximum  amount  for  whicli 
a  director,  or  any  firm  of  which  he  was  a  member,  could 
thereafter  become  liable,  was  reduced  to  |5,000.^'' 

Both  the  state  bank  and  the  Bank  of  Illinois  were  com- 
pelled to  give  bonds  as  surety  for  an  agreement  not  to  pay 
any  dividends  to  ])rivate  stockholders  during  suspension, 
but  they  were  botli  recjuinMl  lo  declare  "to  the  full  amount" 
the  "just  and  projicr  dividends  on  the  state's  stock."' '^ 
Owing  to  a  slight  difference  in  the  wording  of  their  respect- 
ive (•hart(M's,  tlie  Bank  <^f  Illinois  liad  been  paying  a  cai)ital 
stock  tax  (»n  .'ill  its  paid  up  ca])ital  while  the  state  bank 
paid  only  on  the  three-sevenths  of  its  capital  owned  by 
individuals.     The  in(M]naliiy  was  remedied  in  the  "suspen- 

^''•Chicago   .hiu-riciiii.   Dcccinhcr    i8,    1840;   Ford,   History  of  Illinois, 
225. 

I'^Quoted  by  Sangamo  Journal.  April  2,  1841. 
'^''''Laii's  of  Illinois,  1840-41,  p  40. 
'^''^Ibid.,  p.  42. 
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sion  act"  bv  the  imposition  of  a  "bonus"'  of  one-half  of  one 
per  cent  per  annum  on  all  the  state  shares  of  the  state 
bank.^'^  The  legislature  at  the  same  session,  authorized 
the  auditor,  treasurer  and  secretary  of  state  to  settle  Avith 
the  Bank  of  Illinois  for  generous  advances  made  by  it  to 
the  state  capitol  building  fund  and  the  internal  improve- 
ment account.  The  bank  was  given  the  warrant  of  tlie 
auditor  for  the  full  amount,  payable  after  1850,  with  inter- 
est at  six  per  cent.^  ^'^ 

The  state  bank  had  never  been  permitted  to  issue  notes 
of  a  less  denomination  than  five  dollars,  and  this  indulgence 
was  granted  now  in  the  belief  that  the  ones,  twos,  and 
threes  would  supply  the  place  filled  by  gold  and  silver  and 
thus  the  banks  would  soon  be  able  to  accumulate  a  sufficient 
amount  of  the  displaced  coins  to  warrant  early  resumption 
of  specie  payments.  But  instead  of  facilitating  resumption 
the  small  notes  had  the  opposite  effect  and  the  task  of  ac- 
cumulating specie  became  more  difficult  than  before.^ ^^  In- 
stead of  continuing  their  policy  of  retrenchment  the  officers 
of  the  state  bank  plunged  more  deeply  than  ever  into  finan- 
cial difficulties.  They  enlarged  its  circulation  and  pro- 
ceeded to  erect  a  costly  banking  house,  while  its  stock  was 
quoted  at  thirty-seven  cents  on  the  dollar  and  the  institu- 
tion itself  was  rated  in  New  York  as  utterly  insolvent. ^^^ 
In  spite  of  this  condition  of  affairs  the  directors  voted  them- 
selves, as  compensation  for  their  services,  the  use  of  four 
thousand  dollars  each,  without  interest. ^^^  When  June  1 
arrived  the  directors  purchased  fifty  thousand  dollars' 
worth  of  state  bonds  as  required  by  the  suspension  act,  but 
were  unable  to  pay  any  dividends  on  state  stock. ^^"* 

So  long  as  the  Bank  of  Illinois  continued  under  the 
careful  management  of  John  Marshall  and  his  colleagues, 


^''^Session  Reports,  1840-41,  p.  186. 
'^^°Laws  of  Illinois,  1840-41,  p.  39. 
^^^Ford,  History  of  Illinois,  226. 
'^^^Chicago  Democrat,  September  14,  1841. 
^^^Sangawo  Journal,  Xovember  19,  1841. 
^^*Ibid.,  July  23,  1841. 
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who  had  guided  the  bank's  affairs  in  the  old  territorial  days 
and  had  revived  its  cliarter  in  1834,  it  was  at  least  able  to 
bear  up  under  the  crushing  load  which  its  partnership  with 
the  state  had  thrust  upon  it.  Its  affairs,  however,  were 
becoming  badly  entangled  and  when  it  paid  the  semi-annual 
dividend  in  July,  its  resources  were  strained  to  the  ut- 
most.^^^  Although  the  directors  had  suspended  specie  pay- 
ments whenever  the  other  banks  of  the  West  had  taken 
such  action,  they  did  so  with  impunity,  for  they  were  not 
liable  to  forfeiture  of  their  charter.  But  at  length  the 
anti-Marshall  faction  among  the  stockholders,  defeated  in 
their  effort  to  oust  the  officers  of  the  bank  and  to  place 
J.  C.  Stickney  at  the  head  of  affairs,  instituted  quo  war- 
ranto proceedings  based  upon  the  plea  that  the  charter  of 
the  bank  was  unconstitutional.  As  was  noted  in  an  earlier 
part  of  this  discussion,  the  court  decided  in  favor  of  the 
bank's  charter.^^^  At  the  annual  election  of  officers,  Janu- 
ary 2, 1843,  Mr.  Marshall  declined  election  as  president  and 
the  bank's  policy  was  soon  changed  to  one  of  getting  all 
that  was  possible  out  of  a  doomed  enterprise  before  it 
should  go  to  pieces.  In  their  effort  to  carry  out  this  policy 
the  directors  even  attempted  to  defraud  the  state,  as  will 
be  seen  in  connection  with  the  settlement  of  the  bank's 
affairs. 

In  spite  of  the  ever  increasing  evils  of  state  banking, 
the  Illinois  Whigs  continued  in  tlieir  loyalty  and  argued 
tliat  all  that  was  needed  to  remedy  the  situation  was  an- 
other national  bank  to  act  as  a  regulator  of  the  state  insti- 
tutions.^ ^^  The  opposition  of  the  Democrats  was  consid- 
ered by  the  Whigs  as  disloyalty  to  the  country's  institu- 
tions. On  the  other  hand,  "the  Whigs  in  tlie  estimation  of 
the  Democrats  were  a  set  of  bank  vassals,  and  were  fre- 
quentlj^  called  by  the  Democrats  'the  ragocracy.'    The  presi- 


'^^^Sanganio  Journal.  July  23,  1841. 

^^^Ibid..  January  21.  1841.     Decision  of  the  supreme  court  is  found  in 
1  Gilm.  672. 

^^'Ibid.,  November  12,  1841. 


461]  BANKING  AND  INTERNAL  IMPROVEMENTS  103 

dents  and  directors  of  the  bank  were  called  'rag  barons/ 
bank  paper  was  called  'bank  rags/  and  'written'  or  'printed 
lies.'  "1^^ 

Now  that  the  state  had  finally  abandoned  the  various 
internal  improvement  projects,  several  of  the  directors  of 
the  bank  became  interested  in  a  proposition  to  take  over 
the  Northern  Cross  Railroad,  which  was  the  most 
promising  of  the  projected  lines  of  railway.  Accordingly, 
they  entered  "into  an  agreement  to  complete  the  line  for 
the  state  and  to  receive  payment  in  Illinois  and  3Iichigan 
Canal  bonds.^®^  These  same  directors  with  the  aid  of  their 
fellows  had  made  a  rule  that  the  bank  should  not  expand 
its  issue  of  paper  during  the  suspension  of  specie  payments, 
but  now  they  proceeded  to  disregard  the  bank's  condition 
and  voted  themselves  and  their  business  partners  generous 
loans  for  building  the  railroad.  When  a  beginning  had 
been  made  it  was  easy  to  continue  and  even  the  state  came 
in  for  an  advance  to  piece  out  her  insufficient  revenues. ^^'^ 
Finally  in  February,  1842,  the  directors  announced  that 
the  bank  had  been  compelled  to  suspend  all  its  operations 
for  an  indefinite  period.  This  announcement  was  followed 
by  the  rapid  depreciation  of  its  paper.  By  March  25,  the 
notes  had  fallen  in  value  from  eighty-five  cents  to  fifty,^^^ 
while  in  April  they  were  quoted  at  forty-four  cents.^*^^  In 
May  the  directors  discontinued  the  Chicago,  Danville  and 
Jacksonville  branches  and  moved  their  specie  to  the  parent 
bank.  Instead  of  resumption,  everything  now  pointed  to 
liquidation. ^^^  It  was  confidently  expected  that  the  Bank 
of  Illinois  would  be  in  a  position  to  resume  specie  pay- 
ments in  June  along  with  the  other  western  banks,  but 


i^^Ford,  History  of  Illinois,  227.     See,   also,  article  from  Belleville 
Representative  copied  in  Sanganw  Journal,  February  16,  1839. 
^s^Ford,  History  of  Illinois,  227. 
^^^Ibid.,  223. 

'^^^Sanganio  Journal,  Jilarch  25,  1S42. 
"V6tW.,  April  8,  1842. 
^^^Ibid.,  May  13,  1842. 
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wlien  the  day  agreed  upon  arrived  the  directors  announced 
that  they  had  been  compelled  to  follow  the  state  bank's 
example  and  had  therefore  ordered  an  indefinite  cessation 
of  the  bank's  activities.^*^^ 

During  the  year  ending  June  30,  1842,  one  hundred 
and  fifty-two  other  banks  in  the  United  States  had  closed 
their  doors  and  the  rest  had  greatly  reduced  their  circula- 
tion in  preparation  for  the  resumption  of  specie  payments. 
This  had  led  the  people  of  the  State  of  Illinois  to  rely  all 
the  more  upon  the  issues  of  the  Illinois  banks  until  they 
too  suspended  operations  and  their  paper  became  thor- 
oughly discredited.^"^  ^Moreover,  specie  to  the  amount  of 
$71)8,998.09  lay  inaccessible  in  their  vaults.  Large  amounts 
of  their  notes  were  being  accumulated  bj^  speculators  from 
the  easily  frightened  countrymen,^"*^  so  that  by  December, 
1842,  there  was  not  enough  money  in  circulation  to  carry 
on  the  business  of  the  communitj^  and  resort  was  had  to 
payment  in  kind.^"'  For  the  first  time  the  governor,  auditor 
and  treasurer  made  use  of  the  provision  in  the  act  of  Janu- 
ary 16,  1836,  which  authorized  them  at  any  time  to  publish 
a  proclamation  forbidding  the  acceptance  of  state  bank 
paper  in  payment  of  public  dues.  Collectors  were  further 
warned  not  to  take  the  notes  of  the  Shawneetown  bank  at 
more  than  their  current  value. 

At  this  point,  which  marks  the  close  of  tlieir  active 
existence,  the  writer  has  brought  togetlier  a  sufticient  num- 
ber of  the  statements  made  by  the  two  banks  to  the  legisla- 
ture to  indicate:  (1)  The  general  cliaracter  of  their  opera- 
tions during  the  whole  ])eri()(l  of  their  activity;  and  (2) 
the  specific  changes  of  policy  tlial  occurred  from  year  to 
year.  Tlie  following  tabic  sliows  tlic  balance  slicct  of  tlie 
state  bank  for  the  dates  indicated: 


^^^Goodspeec],  pub..  History  of  Gallatin,  etc.,  Counties,  loo. 
^^''Scuatc  Journal,  1842-43,  p.  20. 
is6/^irf.,  43. 
^^'Ibid..  18,  19. 
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The  first  statement  was  made  just  three  months  after 
the  bank  began  business  as  a  private  institution.  The 
items  in  tlie  balance  sheet  reveal  the  sources  of  the  funds 
with  which  the  bank  carried  on  its  earlier  operations  as 
well  as  the  character  of  the  accommodations  extended  to 
borrowers.  Subscribers  to  the  $1,400,000  capital  stock 
had  made  payments  to  the  amount  of  |27S,739.11  in  "specie 
or  its  ecjuivalent.''  Judging  from  the  large  amount  of 
specie  on  hand  ])ayments  must  have  been  made  generally 
tlirough  that  medium  or  with  funds  readily  convertible  into 
specie.  The  |209 ,396.30  due  from  other  banks  is  almost 
•entirely  offset  by  the  item,  "real  estate  fund,  §200,000." 
The  bank  had  recently  borrowed  this  amount  in  the  East 
for  the  purpose  of  reloaning  it  on  real  estate,  and  the  money 
was  still  on  deposit  in  a  New  York  bank.^^^  Individual 
'deposits  form  a  larger  percentage  of  total  liabilities  than 
at  any  subsequent  report.  The  bank  had  but  a  small  supply 
of  notes  at  this  time  on  account  of  a  delay  in  the  shipment 
of  the  separate  issues  provided  for  each  of  the  branches.^^* 

Since  the  real  estate  fund  was  not  yet  available, 
scarcely  any  loans  had  been  made  on  real  estate,  the  busi- 
ness being  con  fined  to  the  ])urchase  of  bills  of  exchange  and 
the  discounting  of  promissory  notes. 

I>y  January,  1837,  the  date  of  the  next  statement  given 
In  the  above  table,  a  great  change  had  occurred.  Almost 
all  the  capital  stock  had  been  paid  for  and  an  additional 
sum  of  1350,000  had  been  borrowed  to  re-lend  on  real  estate 
security.  The  sjiecie  reserve  had  been  increased  225  per 
cent,  while  the  note  issue  had  been  expanded  to  seven  times 
the  amount  outstanding  in  1835.  The  bank  as  the  deposi- 
tary for  state  funds  had  on  hand  .•?298,799.58  of  the  pro- 
ceeds from  the  sale  of  Illinois  and  ^lichigan  Canal  bonds, 
in  addition  to  individual  deposits  of  .^475,265.63.  The  con- 
stjint  drafts  on  the  canal  funds,  however,  made  that  item 
of  littl(^  IxMiefit  to  the  bnidc.     The  larije  circulation  out- 


i"8U.  S..  H.  of  R..  24  Cong.,  2  Sess..  Doc.  no.  193,  p.  603. 
i99/&«(/..  615. 
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standing  indicates  that  most  of  the  loans  and  discounts 
were  received  in  the  form  of  the  bank's  notes.  The  year 
1836  had  been  marked  by  a  great  demand  for  accommoda- 
tion on  the  part  of  land  speculators  and  the  bank  had  ex- 
panded its  loans  very  rapidly ;  in  fact,  but  a  few  weeks  be- 
fore this  statement  was  made  it  had  been  compelled  to 
suspend  its  discount  business  until  it  could  receive  a  ship- 
ment of  §280,000  in  specie  from  Xew  York  and  Xew  Or- 
leans. At  this  period  the  purchase  of  bills  of  exchange 
arising  from  sales  of  produce  in  the  South  and  East  formed 
a  large  part  of  the  bank's  business,  for  the  reason  that  the 
bills  were  readily  converted  into  specie  while  the  ordinary 
loans  or  discounts  at  this  period  were  considered  as  "slow" 
assets.^*^^  The  connection  of  the  bank  with  the  lead  and 
pork  speculation  accounts  for  a  large  amount  of  the  out- 
standing accommodations.^*^  ^ 

At  the  time  of  the  next  report  recorded  in  the  table, 
the  volume  of  the  bank's  business  had  reached  the  maxi- 
mum point.  The  individual  stockholders  had  paid  in  the 
full  amount  of  the  first  stock  issue  of  Sl,400,000  and  had 
to  their  credit  $111,655  on  the  second  issue  of  one  mil- 
lion dollars.  In  the  meantime  the  state  had  received  its 
$2,100,000  in  shares,  making  the  total  paid  up  capital 
13,614,655.00.  However,  instead  of  paying  in  cash  for  its 
shares,  the  state  had  turned  over  to  the  bank  81,765,000  in 
bonds.  The  bank  had  also  been  practically  compelled  to 
buy  1700,000  worth  of  canal  bonds  and  about  8300,000 
worth  of  other  state  securities,  in  order  to  retain  tlie  good 
will  of  the  legislature.  Thus  $2,763,750.00  of  the  l)ank's 
resources  were  tied  up  in  securities  of  questionable  value 
and  $28,718.73  more  had  been  advanced  witliont  interest 
in  order  to  help  make  up  the  deficit  in  the  current  expenses 
of  the  state  government.-*'-  The  proceeds  of  a  recent  sale 
of  internal  improvement  bonds  had  been  deposited  with 


-°°Special  Report,  Investigating  Committee,  iS;i6-S7,  p.  40. 
^'^'^Reports  of  Session  (Senate),  1839-40,  pp.  266,  331,  2)3^,  et  passim. 
'^-Ihid.,  p.  263. 
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the  bank  by  the  fund  commissioners  and  liad  increased  the 
total  deposits  to  over  a  million  dollars;  but  the  deposit 
items  were  soon  reduced  to  their  normal  amount  and  as  the 
difficulties  of  the  bank  increased,  rapidly  disappeared.  The 
circulation  of  the  bank  had  more  than  doubled,  but  the  re- 
serve had  increased  but  twenty-five  per  cent  and  was  equal 
to  but  thirteen  per  cent  of  the  liabilities  other  than  capital 
stock.  The  heavy  drafts  made  upon  the  bank  by  the  state 
enabled  it  to  turn  to  a  profitable  use  but  |3,700,000  out  of 
its  total  resources  of  |8,900,000,  The  reckless  advances 
made  to  favorites  had  increased  the  discount  item  to  the 
amount  of  f;3,287, 770.60,  but  almost  a  million  dollars  of 
this  amount  was  pronounced  worthless  by  Doctor  Murphy 
of  the  legislative  investigating  committee.^*^^ 

The  report  for  November  16,  1840,  shows  a  marked 
decline  in  the  general  activities  of  the  state  bank.  But 
|1,470  had  been  paid  in  by  private  stockholders,  making  a 
total  of  |146,125  paid  in  on  the  million  dollars  stock  issue 
to  individuals.  The  amount  loaned  on  real  estate  had  been 
reduced  and  one  hundred  thousand  dollars  returned  to  the 
original  holders  of  the  fund.  A  surplus  of  .f 90,000  had  been 
accumulated  for  emergencies  but  the  deposits  of  over  a 
million  dollars  had  shrunk  to  |107,000.  In  the  face  of  un- 
favorable conditions  the  note  issue  had  been  increased 
while  the  reserve  had  decreased  more  than  twenty-three 
per  cent.  In  their  efforts  to  protect  the  bank  from  loss 
the  bank  officials  were  compelled  to  bid  in  at  judgment 
sales  large  amounts  of  property  which  they  had  accepted 
as  security  for  loans.  As  may  be  seen  from  the  ''real  estate" 
item,  nearly  half  a  million  dollars  was  tied  up  in  this  way. 
The  items,  'Illinois  securities.  8lM01,S09.r)9,"  and  "Ad- 
vances to  the  state,  |243,307.07,*'  indicate  what  a  crushing 
load  the  partnership  had  ]>lac(Ml  u]um  (he  bank's  resources. 
The  first  amount  indicates  that  tlie  bank  had  been  able  to 
dispose  of  !i?600,000  worth  of  l)onds,  ju'obably  at  a  heavy 
discount.    The  second  shows  the  severe  drain  that  was  being 

-°^Reports  of  Sessiou,  (Senate),  1839-40,  p.  263. 
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made  upon  the  bank  to  meet  the  state's  current  obligations, 
1193,300.65  of  it  being  for  the  ordinary  expenses  of  govern- 
ment while  the  remaining  $50,096. 12  represents  advances 
for  labor  and  material  employed  in  the  internal  improve- 
ment projects. 

The  decrease  of  fifty  per  cent  in  discounts  and  bills  of 
exchange  purchased  as  well  as  the  accumulation  of  large 
amounts  in  eastern  banks  and  listed  in  the  statement  as  a 
part  of  the  "1797,278.16  due  from  other  banks"  shows  that 
the  bank  was  preparing  to  resume  specie  payment  along 
with  the  other  banks  of  the  West  and  South. ^"^^ 

By  the  time  the  next  report  was  made,  the  bank  was 
hopelessly  insolvent.  It  had  practically  suspended  all  op- 
erations but  the  settlement  of  outstanding  accounts. 
1568,742.22  of  the  discounts  were  listed  on  the  bank's  books 
as  "suspended  debt"  and  much  of  the  remaining  .^826,344.85 
as  well  as  the  loans  on  real  estate  later  proved  to  be  worth- 
less. Through  the  foreclosure  of  mortgages  it  had  come 
into  possession  of  over  a  million  dollars'  worth  of  land,  but, 
as  will  be  seen,  only  a  small  part  of  this  amount  was 
ever  realized.  Some  of  the  bonds  had  been  sold  but  the 
state  had  continued  to  demand  advances  for  current  ex- 
penses until  $448,869.59  was  due  the  bank.  The  bank  had 
suspended  its  operations  since  February,  1842,  and  its  sup- 
ph^  of  specie  remained  intact.  During  the  preceding  period 
of  enforced  resumption  it  had  redeemed  a  large  amount  of 
its  paper  but  there  was  still  almost  a  million  and  a  half 
outstanding.  The  large  amount  of  undivided  profits  is  due 
to  the  fact  that  the  bank  had  been  forbidden  by  the  legis- 
lature to  declare  dividends  during  a  suspension  of  specie 
payments.  The  bank  c<»ntinued  in  a  dormant  condition 
until  February,  1843,  when  it  went  into  liquidation  under 
conditions  which  will  be  considered  presently. 


-°*Reports  of  Session,  1840-1,  14. 
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The  following  table  shows  the  condition  of  the  Bank 
of  Illinois  at  various  periods : 

Aug.  5, 1837     Dec.  1, 1838  Nov.  2,  1840  Nov.  12, 1842 

Loans  and   discounts..$243,3i8.3i     $1,005,568.84  $1,339,215.00  $1,170,619.87 

Bills  of  exchange 15,444.76           78,850.61  270,738.40  201,843.76 

Suspended  debts  28,313.41  133,869.59 

Advances  to  fund 

commissioners 240,037.04 

Advances  for  state 

house  84,197.00 

Illinois  securities  500,000.00  25,280.96  370,818.84 

Insurance  stock  1,500.00  11,200.00 

Due  from  banks 41,727.93         517,121.58  308,539-63  44,853-48 

Real   estate  975-00           ii,33i-9i  62,426.95  98,661.24 

Incidental    expenses....  29.25           28,874.95  6,566.67  6,892.05 

Specie   158,610.34         306,708.05  413,255.38  307,040.47 

Notes  of  other  banks  45,450.00          82,772.00  63,147.00  2,605.00 

Other   assets 11,982.22 

Total   2,531,227.54  2,843,217.44  2,360,386.02 

Capital 1,288,400.00  1,342,740.00  1,349,240.00 

Circulation  64,846.00         712,204.00  1,262,414.00  757,848.00 

United  States  de- 
posits    39,795-90                 40.00  40.00  40.00 

Unclaimed   dividend....  404.00  707.44  1,908.00 

Individual  deposits 121,238.80           74,998.60  90,552.30  88,634.69 

Due  to  banks 108,665.62  31,211.41  11,684.15 

Branch  balances  15,533-35 

Undivided  profits   32,029.53  32,838.97  24,092.89 

Surplus  fund 4,489.52  67,179,97  126,938.29 

The  statement  for  August  5,  1837,  shows  the  condition 
of  the  bank  shorth'  before  its  transformation  from  a  pri- 
vate into  a  quasi-state  institution  and  its  consequent  en- 
tanglement in  the  state's  disordered  finances.  The  bank  at 
that  time  enjoyed  an  excellent  reputation  and  its  balance 
sheet  shows  that  its  creditors  were  well  protected.^"^  As 
sppcial  depositary  for  the  receipts  of  the  land  office  at 
Sliawneetown  it  was  subjected  to  the  supervision  of  the 
secretary  of  the  treasury.    As  has  been  indicated  in  another 

-^''Senate  Journal,  1836-37,  p.  352;  U.  S.,  Letter  of  the  Secy,  of  the 
Treas.  on  State  Banks,  1838,  pp.  778-83. 
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connection,  the  bank  as  a  private  institution  performed  a 
useful  service  in  southeastern  Illinois,  confining  its  accom- 
modations to  lending  on  local  real  estate,  discounting  com- 
mercial paper  and  purchasing  bills  of  exchange  from 
commission  men  who  had  sold  grain  and  live  stock  "down 
the  river."206 

Before  the  next  report  listed  in  the  above  table  ap- 
peared, the  state  had  subscribed  for  a  million  dollars^ 
worth  of  the  bank's  stock,  paying  $100,000  in  cash  and  the 
rest  in  bonds.  At  the  time  of  the  report,  December  1,  1838^ 
the  bank  had  disposed  of  |400,000  worth  of  the  bonds.^^^"^ 
It  will  be  seen  that  the  partnership  with  the  state  brought 
about  a  radical  change  in  the  bank's  condition.  The  federal 
government  had  withdrawn  its  deposits  with  the  exception 
of  the  nominal  sum  of  forty  dollars.  The  deposits  of  indi- 
viduals had  decreased  forty  per  cent  but  the  fund  commis- 
sioners had  placed  in  tlie  bank  proceeds  from  the  sale  of 
bonds  to  the  amount  of  |309,996,27.  Under  the  new  regime 
individual  deposits  ceased  to  play  an  important  part  in 
the  bank's  affairs  while  the  deposits  made  by  various  state 
officials  never  remained  in  the  bank's  keeping  for  any  length 
of  time.  The  large  amount  (1517,121.58)  due  from  banks 
may  be  accounted  for  by  the  fact  that  the  bank  was  now 
the  fiscal  agent  of  the  state  and  was  concerned  in  the  trans- 
fer of  funds  for  the  prosecution  of  the  internal  improve- 
ment enterprises.  The  bank  no  longer  confined  its  opera- 
tions to  southeastern  Illinois,  but  with  its  branches  in  sev- 
eral important  business  centers  its  activities  covered  a 
large  part  of  the  state.  In  this  way  the  great  increase 
in  the  volume  of  loans,  discounts  and  bills  of  exchange,  as 
well  as  the  greatly  expanded  note  issue,  may  be  explained. 

The  report  of  November  2,  1840,  almost  two  years 
later,  shows  an  increased  volume  of  business,  but  in  reality 
the  bank  was  in  a  much  weaker  condition.  |28,313.41  of  its 
assets  were  already  listed  as  suspended  debt  and,  as  after- 
wards developed,  a  large  part  of  the  loans  and  discounts. 

-ooPage  82. 

-o^Ford,  History  of  Illinois,  190. 
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were  uncollectible.  Officials  in  charge  of  the  construction 
of  the  new  capitol  building  had  obtained  advances  of  |81,- 
197  without  interest,  while  similar  favors  had  been  granted 
to  the  fund  commissioners  for  the  prosecution  of  internal 
improvements.  The  Bank  of  Illinois  had  been  more  for- 
tunate than  the  state  bank  in  that  it  had  been  able  to 
dispose  of  all  but  |25,280.96  of  its  state  bonds.  The  large 
increase  in  the  "real  estate''  item  is  probably  due  to  the 
erection  of  a  banking  house  at  Shawneetown  at  a  cost, 
when  completed,  of  |80,000.208  The  bank  had  suspended 
specie  payments  in  October.  1839,  and  had  thus  been  able 
to  maintain  its  specie  reserve  pending  resumption  by  all 
the  western  banks  in  January,  1841.^'^^  Meanwhile,  the 
outstanding  circulation  had  increased  steadily  until  it  was 
now  greater  by  seventy-five  per  cent  than  in  1838.  The 
comparatively  large  amount  of  undivided  profits  represents 
the  earnings  which  had  accumulated  since  the  semi-annual 
dividend  of  tliree  per  cent  in  June.  It  will  be  noted  that 
during  the  preceding  two  years  a  considerable  sum  had 
been  set  aside  by  the  directors  as  a  surplus. 

In  June,  1842,  as  has  been  noted,  the  Bank  of  Illinois 
suspended  operations  and  soon  after  the  date  of  the  last 
report  in  the  table  went  into  liquidation.  Comparatively 
little  change  had  occurred  in  the  status  of  loans  and  dis- 
counts save  that  an  increased  amount  had  been  charged 
under  "suspended  debts."  The  |370,818.34  listed  under 
"Illinois  securities"  represents  the  scrip  given  to  the  bank 
by  the  state  in  paynumt  of  the  advances  noted  in  the  report 
for  1840.  Tlje  .|11,982.22  listed  in  the  table  as  other  assets 
represents  tlie  balances  of  the  various  branches.  The  bank 
had  withdrawn  a  considerable  amount  of  its  paper  from 
circulation  and  had  increased  its  surplus  to  §;12(),938.29 
but,  as  will  be  seen,  its  loans  and  discounts  proved  to  be 
entirely  undependable  wlien  the  final  settlement  was  made. 

In  the  gubernatorial  campaign  of  1842  former  Gover- 
nor Duncan  became  the  candidate  of  the  Whigs  against 

208Goodspeed,  pub.,  History  of  Gallatin,  etc.,  Counties,  lOO. 
-^^Sangamo   Journal,   December    19.    1840;    Lazi'S   of   Illinois,    1839-40, 
p.  15- 
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Judge  Ford  of  the  supreme  court.  The  Democrats  stigma- 
tized Mr,  Duncan  as  a  British  bank  Whig  and  he  in  turn 
cited  his  various  acts  while  governor  as  consistently  hostile 
to  the  banks.- ^*^  The  maj(jrity  in  both  parties  was  in  favor 
of  putting  the  banks  into  liquidation,  but  a  few  still  clung 
to  the  hope  that  the  banks  would  soon  resume  their  opera- 
tions. Judge  Ford,  the  Democratic  candidate,  took  the 
stand  that  a  compromise  should  be  made  by  which  the  state 
and  the  banks  would  dissolve  partnership,  leaving  them  to 
settle  up  their  own  affairs  and  go  out  of  business.-^^  In 
spite  of  the  presence  of  a  substantial  element  of  radical 
anti-bank  Democrats  in  his  party,  Judge  Ford  was  elected. 
The  sympathies  of  Mr.  Carlin,  the  retiring  governor,  were 
with  the  more  radical  wing  of  his  party  but,  out  of  defer- 
ence to  Mr.  Ford,  he  agreed  to  omit  from  his  farewell  mes- 
sage the  paragraphs  recommending  summary  treatment 
of  the  banks.- ^-  In  the  meantime,  however,  he  succumbed 
to  the  influence  of  the  anti-bank  element  and,  much  to  Mr. 
Ford's  surprise,  recommended  to  the  legislature  prompt 
repeal  of  the  banks'  charters.- ^-^  He  gave  as  his  reason  for 
urging  such  action  that  the  banks  deserved  no  further 
respite,  for  they  had  utterly  failed  to  accomplish  the  pur- 
pose for  which  they  were  created.  He  felt  that  the  time 
had  come  when  the  freedom  of  the  indi\'idual  citizen  should 
be  asserted  against  the  domination  of  vested  interests.  In 
his  inaugural  message,  Governor  Ford  presented  the  pos- 
sible avenues  of  escape  from  the  existing  bank  situation  and 
the  consequences  attached  to  each  of  them.  The  first  was 
to  allow  the  banks  to  make  an  effort  at  resumption;  the 
second,  to  wind  tliem  up  abruptly  and  withdraw  their  notes ; 
the  third,  to  effect  a  compromise  by  which  the  state  bonds 
held  by  the  banks  would  be  exchanged  for  the  state's  stock 
in  the  banks,  dollar  for  dollar.  He  argued  that  the  first 
plan  would  be  feasible  in  the  case  of  a  small  neighborhood 
institution,  but  wholly  impracticable  in  the  case  of  banks 

-''■^Sangavio  Journal,  May  13,  1842. 

2iiFord,  History  of  Illinois,  293;  Alton  Telegraph,  April  i,  1843. 

-^-Ford,  History  of  Illinois,  298. 

-''■^Senate  Journal,  1842-43,  p.  21. 
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with  a  circulation  of  four  and  a  half  millions  scattered 
over  the  whole  United  States.  In  opposition  to  the  second, 
and  in  support  of  the  third,  plan  he  argued  that  if  the 
state's  three  millions  in  stock  of  suspended  banks  were 
thrown  upon  the  market  very  little  could  be  realized  and 
the  value  of  the  shares  of  individuals  would  be  practically 
wiped  out.^^^ 

Mr.  Ford  was  opposed  in.  the  legislature  by  the  radical 
wing  of  his  party  under  the  leadership  of  Secretary  of  State 
Trumbull.  In  fact,  Mr.  Trumbull  became  so  active  in  his 
opposition  to  a  compromise  with  the  banks  that  the  gover- 
nor removed  him  from  office.^ ^^  In  spite  of  the  anti-bank 
faction,  however,  a  joint  resolution  was  passed  recommend- 
ing the  dissolution  of  the  connection  between  the  state  and 
the  banks,  and  authorizing  the  governor,  auditor  and  fund 
commissioner  to  find  out  upon  what  basis  a  settlement 
could  be  had.^^*^  These  officers  entered  into  negotiations 
with  the  banks  and  in  a  short  time  submitted  the  following 
report  from  the  state  bank :  The  state  was  indebted  to  the 
bank  to  the  extent  of  $2,152,404.09,-^'  while  the  bank  was 
liable  to  the  state  for  |2,100,000  invested  in  shares  of  stock. 
The  directors  were  willing  to  settle  with  the  state  by  ex- 
changing the  bonds  and  other  evidences  of  state  indebted- 
ness for  stock,  dollar  for  dollar.  The  relationship  between 
the  two  would  thus  be  dissolved  and  the  bank  would  be 
allowed  to  continue  as  a  private  institution  with  only  a 
nominal  amount  of  state  shares  to  use  as  a  defense  against 
attacks  on  its  constitutionality.^^^    This  plan  was  embodied 

-'^'^ Senate  Journal,  1842-43,  pp.  36  ff. 

-'^'"Independent  Democrat    (Springfield),    March    20,    1843;     Gerhard, 
Illinois  as  it  is,  103. 

-'^^Lazi'S  of  Illinois,  1842-43,  p.  321. 

-^"This  amount  was  made  up  as  follows: 

Bonds   $1,686,000.00 

Scrip   I7o34-50 

Advances  for  current  expenses 292,373.17 

Advances  to  fund  commissioners 156,496.42 


$2,152,404.09 
'^^Rcports  of  Session  (Senate),  1842-43,  p.  94. 
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in  a  bill  drawn  up  by  Governor  Ford  and  presented  b}'  3Ir. 
McClernand,  chairman  of  tlie  House  committee  on  finance. 
In  his  speech,  which  was  later  published  in  pamphlet  form, 
Mr,  McClernand  showed  in  an  able  manner  tlie  unquestion- 
able wisdom  of  a  complete  divorce  between  the  state  and 
the  banks.  He  estimated  that  the  state  had  already  paid 
out  §360,000  interest  on  the  bonds  used  in  buying  bank 
stock  and  had  received  in  dividends  but  |207,500.  If  she 
continued  this  relationship,  at  the  present  outlook  she 
would  be  called  upon  to  meet  the  interest  but  with  the 
prospect  of  no  dividends  whatever.^^^  The  bill  was  passed 
by  a  vote  of  107  to  4  and  sent  to  the  senate,  where  the  oppo- 
sition tried  to  kill  it  with  amendments,  but  it  was  passed 
without  serious  difficulty  and  received  the  approval  of  the 
council  of  revision. 

The  act  required  the  state  bank  to  go  into  liquidation 
at  once  and  within  thirty  days  to  pay  all  its  specie  over  its 
counters,  except  fifteen  thousand  dollars,  to  depositors  and 
holders  of  notes.  The  officers  of  the  bank  were  first  to 
ascertain  the  ratio  which  the  supply  of  specie  on  hand  bore 
to  the  amount  of  notes  and  deposits  and  no  person  was  to 
receive  more  than  that  proportion  of  nis  claim  in  specie. 
For  the  balance,  he  was  to  be  given  certificates  good  for 
payment  of  debts  to  the  bank  and  for  the  purchase  of  bank 
land  sold  on  execution.  Four  years  were  allowed  for  the 
complete  settlement  of  affairs  and  at  the  end  of  each  year 
a  distribution  of  specie  was  to  occur  until  all  notes  and 
certificates  were  redeemed.  Debtors,  however,  were  to  be 
allowed  to  pay  their  obligations  in  five  instalments.  The 
act  created  the  office  of  state  bank  commissioner,  whose 
duties  were  as  follows:  (1)  superintend  the  transactions 
of  the  bank  officers;  (2)  act  as  a  state  director;  (3)  obtain 
information  (by  administering  oaths,  if  necessary),  and 
stop  all  questionable  practices  with  court  injunction,  if 
needed.  The  bank  was  given  only  three  days  in  wliicli  to 
accept  or  reject  the  provisions  of  the  law.     If  it  accepted, 

2i9Speech  of  J.  A.  McClernand :  On  Bill  to  Divorce  Banks  of  Illinois 
from  State. 
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it  iiiiist  deliver  to  the  governor  evidences  of  state  indebted- 
ness to  the  amount  of  |2, 050,000  and  receive  from  him  a 
lilve  amount  of  its  stock.--^  The  state  directors  were  then 
required  to  resign  in  favor  of  the  state  bank  commissioner, 
and  if  any  differences  shoukl  thereafter  arise  between  the 
state  and  the  private  directors  the  matter  must  be  left  to 
arbitration.^-^  All  the  branches  were  to  be  closed  at  once 
and  all  the  bank's  property  appraised  and  sold  at  public 
auction.^^- 

The  terms  of  the  act  were  promptly  approved  by  the 
directors,  who  delivered  to  the  governor  $1,786,000  in  bonds 
and  1287,501.51  in  auditor's  warrants,  thereby  reducing  the 
state  debt  by  |2, 073,501. 51.^^^  When  the  governor  and  the 
general  assembly  gathered  in  front  of  the  state  house  and 
made  a  bonfire  of  the  bonds,  the  spirit  of  repudiation  was 
destroyed  with  them  and  the  general  feeling  pervailed  tliat 
the  state  was  on  the  road  to  recovery  from  the  effects  of  six 
years  of  folly .^-^  The  legislature  then  proceeded  to  enact 
several  minor  laws  relating  to  the  banks,  chief  among 
which  was  the  act  of  February  23,  which  provided  that  no 
note  issued  by  an  Illinois  bank  should  be  received  for  public 
dues  and  that  holders  of  auditors'  warrants  should  cease 
to  receive  interest. -^^  The  act  of  February  25  authorized 
the  treasurer  to  pay  out  all  Illinois  bank  notes  in  his  pos- 
session at  their  current  value,  which  at  that  time  was  less 
than  fifty  cents  on  the  dollar.--" 

Governor  Ford  appointed  N,  H.  Purple  state  bank 
commissioner  and  he  assumed  his  duties,  January  31.  In 
his  examination  of  the  bank's  books  he  found  that  |476,- 

--°This  left  a  nominal  state  holding  of  $50,000  in  the  bank. 

--^Tliis  method  was  resorted  to  on  August  14,  1845,  in  order  to  settle 
a  claim  held  by  the  bank  against  the  state.  The  arbitrators  awarded  the 
bank  $85,380.45.    Reports  of  Session  (H.  of  R.),  1846-47,  p.  20. 

---Lazvs  of  Illinois,  1842-43,  pp.  21  ff. 

--•'Greene  and  Thompson,  Governors'  Letter-Books,  ii,  51-53. 

--•^February  9,  1843.  Senate  Journal,  1844-45,  P-  10;  Greene  and 
Thompson,  Governors'  Letter-Books,  ii.  54. 

"^Lazvs  of  Illinois,  1842-43,  p.  231. 

--^Ibid.,  231. 
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772,53  in  specie  was  available  for  paying  noteholders  and 
depositors.  Of  this  amount,  he  authorized  the  cashier  to 
pay  |8,132  on  a  judgment  and  §15,000  was  placed  on  re- 
serve according  to  the  terms  of  the  liquidation  act.  The 
remaining  |453,319.53  was  distributed  among  the  depos- 
itors and  noteholders  as  their  first  dividend.  By  the  time 
Mr.  Purple  made  his  first  report,  December  2,  1814,  the 
bank  had  reduced  the  outstanding  circulation  from  |1,- 
430,308  to  .§229,901.00  and  its  total  liabilities  other  than 
capital  stock  to  S870,000.  In  his  judgment,  the  assets  would 
be  sufficient  to  meet  this  obligation,  but  he  offered  no  en- 
couragement to  the  holders  of  the  more  than  |1,500,00Q 
worth  of  capital  stock.--' 

In  his  message  to  the  legislature,  wliich  met  in  Decem- 
ber, 1844,  Governor  Ford  commented  on  the  great  improve- 
ment that  had  taken  place.  The  depreciated  notes  of  the 
banks  had  been  withdrawn  from  circulation  and  specie  and 
the  paper  of  specie  paying  banks  had  succeeded  them.  A 
period  of  economy  had  followed  the  reckless  extravagance 
and  accumulation  of  indebtedness  which  characterized  the 
whole  internal  improvement  era.  Mr.  Ford  granted  that 
banks  were  necessary  to  a  community  with  well  established 
business  interests,  but  he  v/as  convinced  from  almost  thirty 
years  of  observation  that  Illinois  succeeded  better  without 
them.  He  cited  the  three  successive  failures  in  conducting 
banks  in  the  state  as  proof  of  his  assertion  and  added  that 
so  long  as  debtors  were  so  indifferent  about  meeting  their 
obligations  a  bank  was  impossible.--- 

During  the  year  1845  some  progress  toward  a  final 
settlement  was  made  by  the  state  bank,  but  its  assets  were 
shrinking  at  an  alarming  rate.  The  expense  account  due 
to  salaries,  taxes,  fees  and  court  costs  left  little  for  the 
creditor.  In  his  report  for  1840  the  commissioner  listed 
under  available  assets:  bills  and  notes  receivable,  $432,- 
856.35,  suspended  debts  $460,098.21,  loans  |50,218.23,  real 
estate  (nearly  all  of  it  pledged  by  bank  debtors)  $1,009,- 

^-''Reports  of  Session   (H.  of  R.),  1844-45,  p.  123. 
•^^Senatc  Journal,  1844-45,  P-  lO- 
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522.86,  which,  with  |11,193.21  in  coin,  made  a  total  of 
11,020,716.07.  On  the  other  hand,  the  liabilities  other  than 
capital  amounted  to  |663,073.62,  so  that  if  every  dollar  of 
the  assets  could  be  realized  there  would  be  left  for  the 
holders  of  |1,544,655  worth  of  stock  but  |357,642.45,  not 
to  mention  the  fact  that  they  had  not  received  a  dividend 
in  several  years.--'^  Tlie  editor  of  the  Alton  Telegraph,  in 
commenting  upon  the  situation,  condemns  the  state  for 
causing  what  he  considers  an  entirely  unmerited  loss  to  the 
private  stockliolders.  In  proof  of  his  assertion  he  cites  the 
fact  that  the  private  holders  of  shares  were  compelled  to 
pay  for  them  with  specie  while  for  the  greater  part  of  the 
state's  stock  there  was  placed  in  the  bank  at  their  face 
value  an  issue  of  bonds  worth  but  twenty  cents  on  the  dol- 
lar. He  calculated  that  if  the  state  had  paid  the  same  pro- 
portion of  specie  as  had  been  exacted  from  individuals  the 
bank  could  reimburse  its  shareholders  to  the  extent  of 
seventj'^-eight  cents  on  the  dollar  instead  of  twenty-six,  the 
former  figures  comparing  favorably  with  the  terms  of  settle- 
ment of  any  western  bank.-'"^ 

Governor  Ford  may  be  pardoned  for  mildly  boasting 
in  his  farewell  message  in  1846  of  the  improvement  in  con- 
ditions since  liis  inauguration  in  1842.  At  the  earlier  date 
the  state  had  become  indebted  for  bank  stock  and  internal 
improvements  to  tlie  extent  of  over  fourteen  millions.  The 
books  of  tlie  treasurer  showed  a  deficit  of  more  than 
$313,000  current  expenses.  Tlie  warrants  of  the  auditor 
were  received  at  fifty  cents  on  the  dollar  and  the  state's 
credit  had  fallen  into  so  great  disrepute  that  the  postmaster 
at  Springfield  refused  to  deliver  an}'  mail  to  the  state 
house  unless  some  one  became  personally  liable  for  the 
postage.  The  "credit"  habit  had  taken  such  a  hold  on  the 
|)eople  that  the  liquidation  of  debts,  both  public  and  pri- 
Tate,  seemed  hopeless.     Ry  1846  the  annual  shortage  for 

^'^Reports  of  Session  (H.  of  R.),  1846-47,  p.  25. 

-^'^Alton  Telegraph,  July  4,  1846.  The  final  outcome  was  that  the 
stockholders  received  nothing  at  all.  Reports  of  Session  (Senate),  1859, 
p.  831. 
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current  expenses  amounted  to  but  |20,000.  The  warrants 
of  the  auditor  were  received  nearly  at  par  in  spite  of  the 
fact  that  they  no  longer  bore  interest.  The  period  of  reck- 
less banking  had  come  to  an  end  and  a  dependable  cur- 
rency had  come  in  to  take  the  place  of  depreciated  notes. 
The  state  debt  had  been  reduced  by  three  millions  and  pro- 
vision had  been  made  to  pay  five  millions  more  as  soon  as 
the  canal  should  be  completed.  The  general  situation  all 
over  the  country  had  improved,  as  was  evidenced  by  the 
lively  demand  for  land  on  the  part  of  newly  arrived  set- 
tlers.^^^ 

The  feeling  against  banks  was  too  universal  to  warrant 
a  candidate  for  governor  running  on  a  pro-bank  platform. 
Although  the  more  intelligent  citizens  realized  the  need  of 
adequate  banking  facilities,  the  politicians  in  both  parties 
were  eager  to  clear  themselves  of  any  responsibility  for  the 
events  of  the  last  ten  years  and  announced  their  opposition 
to  the  incorporation  of  any  more  banks.  Aside  from  a  word 
of  commendation  for  the  bank  policy  of  the  Ford  adminis- 
tration, Governor  French  in  his  inaugural  address  had  little 
to  say  on  the  subject.-^-  As  the  date  set  for  the  end  of  the 
state  bank's  existence  (March  4,  1847)  approached,  Mr. 
French  found  that  institution  far  from  ready  to  wind  up 
its  affairs.  The  officers  of  the  bank  had  collected  nearly 
a  million  dollars,  which  was  about  all  that  the  general  con- 
dition of  its  debtors  seemed  to  permit.  For  this  reason 
only,  the  House  committee  on  banks  recommended  that  an 
extension  of  time  be  granted,  but  that  in  so  doing  care 
should  be  exercised  "to  leave  no  spark  of  vitality  in  the 
bank  or  its  charter."^^^  This  was  seized  upon  by  the  advo- 
cates of  the  bank,  however,  as  the  psychological  moment 
for  securing  the  revival  of  the  state  bank,  and  they  pre- 
sented a  bill  to  recharter  that  institution  for  five  years. 
A  surprisingly  large  minority  was  found  to  be  in  favor  of 


'^^'^Senatc  Journal,  1846-47,  pp.  8  ff. 

~^-Ibid.,  pp.  15  ff. 

^^^Reports  of  Session  (H.  of  R.),  1846-47,  p.  276. 
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the  measure,-"^  but  it  was  compelled  to  give  way  to  the  act 
of  March  1,  1847,  which  extended  the  life  of  the  bank  until 
November  1, 1848,  for  the  sole  purpose  of  settling  its  affairs. 
It  provided  tliat  if  by  that  time  the  affairs  of  the  bank  were 
still  unsettled  the  governor  should  appoint  three  trustees 
to  wind  up  its  business.  The  legislature  was  determined  to 
discourage  any  undue  procrastination  on  the  part  of  the 
directors  and  incorporated  several  provisions  calculated  to 
stimulate  a  speedy  settlement:  (1)  It  was  provided  that 
the  certificates  given  to  note  holders  and  depositors  should 
draw  six  per  cent  interest  until  paid;  (2)  All  accounts  due 
the  bank  ceased  to  draw  interest  from  the  date  of  passage 
of  the  act;  (3)  Any  creditor  Avas  thereafter  at  liberty  to 
attach  any  of  the  bank's  real  estate  and  obtain  judgment  by 
forced  sale;  (4)  The  local  assessors  were  commanded  to 
tax  all  bank  property  within  their  jurisdiction,  whereas 
before  it  had  been  exempted  and  a  capital  stock  tax  paid 
into  the  state  treasury .^^^ 

When  the  first  of  November,  1848,  arrived,  the  affairs 
of  the  bank  were  far  from  settlement,  so  the  governor  ap- 
pointed N.  H.  Kidgely,  the  cashier,  Uri  Manly  and  John 
Calhoun  trustees  to  settle  its  affairs.  Thereupon  the  di- 
rectors resigned  and  assigned  all  the  remaining  assets  to 
the  trustees.^^^  In  their  report  to  the  governor  in  1851, 
tlie  trustees  stated  that  the  assets  of  the  bank  would  not 
meet  its  liabilities  and  that  the  stock  was  utterly  worthless. 
During  tlieir  tenure  of  office  they  had  collected  only  130,- 
666.85  with  which  to  pay  obligaticms,  other  tlian  cajiital 
stock,  to  the  extent  of  .flW.l 00.06.  The  book  value  of  the 
real  estate  and  tlie  susjiended  debts  due  the  bank  was 
.I?! ,444,000,  but  only  a  small  part  of  tliis  amount  could  ever 
be  realized.-''"  ^Mr.  Kidgcly  sliortly  afterwards  ot!"ered  to 
(loA-ernor  Frencli  .^50,000  in  state  bonds  in  setth'ment  of 
tlie  slock  still  held  by  the  state.     fJovernor  French  refused 

'^*Chicago  Democrat,  February  23.  1847. 

"^•'Laws  of  Illinois,  1846-47,  p.  20. 

"^''^Baitkcrs  Magazine,  iii,  Z^2. 

'^'Reports  of  Session  (Senate),  1851,  pp.  137,  138. 
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to  take  the  bonds  until  be  heard  that  a  Cincinnati  creditor 
of  the  bank  was  about  to  seize  them.  He  then  accepted 
them,  with  the  approval  of  the  legislature,  and  the  state's 
connection  with  the  bank  was  brought  to  an  end.-^^ 

The  settlement  of  the  bank's  affairs  continued  to  drag 
along  year  after  year  until  in  1857  Governor  Bissell  at- 
tempted to  remove  Messrs.  Ridgely,  Manly  and  Calhoun, 
and  appointed  three  new  trustees.  The  old  board,  however, 
refused  to  give  up  the  property  in  their  hands  and  Mr. 
Bissell  instituted  quo  warranto  proceedings  to  oust  them. 
The  court  decided  that  with  the  surrender  of  the  |50,000 
of  state  stock  the  bank  ceased  to  be  subject  to  the  state's 
jurisdiction  and  tliat  the  removal  of  the  trustees  was  pos- 
sible only  by  Judicial  proceedings  begun  by  a  stockholder. 
Governor  Bissell  was  determined  nevertheless  that  the  state 
should  interfere  in  the  conduct  of  the  bank's  affairs  and 
secured  the  appointment  of  a  committee  of  the  legislature 
to  inquire  into  the  affairs  of  tlie  trustees.  They  found  tliat 
Mr.  Manly  had  ceased  to  take  an  active  interest  in  the 
bank's  business  and  that  Mr.  Calhoun  had  moved  to  Kansas. 
These  gentlemen,  however,  continued  to  draw  the  annual 
stipend  of  |1,000,  but  they  each  remitted  |250  of  this 
amount  to  Mr.  Ridgely  for  doing  all  the  work.-^^  Mr. 
Ridgel}',  when  called  to  the  stand,  scored  the  committee  for 
intruding  into  the  affairs  of  a  private  institution,  but  gave 
them  a  fund  of  information  about  the  progress  that  had 
been  made  and  the  reasons  for  delay  in  settlement. 

The  liabilities  still  outstanding  in  1850 — sixteen  years 
after  the  bank  had  gone  into  liquidation — amounted  to 
1150,000,  while  the  more  than  $1,500,000  invested  in  capital 
stock  was  a  total  loss  to  the  investors.  The  assets  amounted 
to  fifteen  or  twenty  thousand  dollars  in  cash  and  "some 
old  debts  due  for  fifteen  or  twenty  years  and  practically 
worthless."  The  trustees  had  held  office  for  eleven  years, 
but  had  been  able  to  declare  but  one  dividend  of  sixteen 
and  two-thirds  per  cent  to  the  note  holders  and  depositors. 

-^^Reports  of  Session,  1859,  p.  841.   Senate  Journal,  1852,  p.  13. 
^^^Reports  of  Session  (H.  of  R.),  1859,  P-  838. 
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Asked  as  to  the  trustees'  plan  for  a  final  settlement,  Mr. 
Ridgely  replied  that  they  purposed  to  advertise  all  the 
assets,  chiefly  land,  for  sale,  but  most  of  the  land  was  very 
undesirable  or  had  a  faulty  title.  Arrangements  for  such 
a  sale  had  all  been  completed  when  a  Mr.  Corwyth,  the 
holder  of  a  large  amount  of  outstanding  certificates,  at- 
tached forty  or  fifty  thousand  dollars'  worth  of  land  in  the 
lead  region  and  the  sale  liad  to  be  postponed.  Mr.  Ridgely 's 
explanation  of  the  poor  showing  made  by  the  trustees  was 
that  property  had  been  accepted  years  ago  at  ten  times  its 
value  and  tlie  notes  of  persons  afterwards  hopelessly  insol- 
vent had  been  freely  discounted.  One  of  the  most  interest- 
ing episodes  in  the  lengthy  examination  occurred  when  the 
Avitness  was  (luestioned  about  the  personal  relations  of  the 
trustees  with  the  bank : 

Mr.  Mack :  "You  are  reaching  a  low  point  in  the  avail- 
able assets  of  this  bank  and  yet  there  is  a  constant  and  con- 
tinuous drain  upon  these  assets  of  at  least  three  tliousand 
dollars  a  year,  to  pay  for  the  services  of  trustees  when  one 
man  could  discliarge  tlie  duties  just  as  well  as  three." 

Witness  (Mr.  Ridgely)  :  "There  is  no  question  of  tliat. 
Then  again,  I  suppose  that  the  creditors  and  individual 
stockliolders  would  rather  have  one  trustee  than  three  but 
the  legislature^  thought  otherwise." 

Mr.  Mack:  "15ut  suppose  tliat  the  legislature  should 
alter  or  repeal  that  law?" 

Witness:  "T  don't  think  that  they  could  touch  it.  .  .  . 
If  we  are  under  the  supervision  of  tiie  courts  tlu^  legislature 
has  no  control  over  us." 

]Mr.  INlack :  "^Fr.  Callioun  (who  had  moved  out  of  the 
state)  could  resign  l)Ht  you  cannot  remove  him  witliout 
application  to  a  court  of  chancery  .  .  .  and  up  to  the  time 
the  court  removes  liim  he  continues  to  draw  .*(?1,000  a  year?" 

Witness:  "lie  never  has  drawn  but  $750  a  year.  The 
arrangement  was  that  I  should  do  ^11  the  work  and  take 
half  the  pay  (|1,500)."2^« 

The  closing  sale  of  the  bank's  real  estate  and  chattels 
was  held  in  November.  1802,  when  auctions  were  held  at 

^*('Rcports  of  Session  (II.  of  R.\  1850.  p.  838. 
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Mineral  Point,  Wisconsin,  and  Springfield."^^  Upon  the 
death  of  Mr.  Ridgely,  the  trusteeship  of  the  state  bank  was 
handed  over  to  Mr.  William  Ridgely,  his  son,  who  has  been 
called  upon  a  number  of  times  to  help  clear  the  title  of 
property  in  which  the  bank  had  an  interest  at  some  time.^^^ 
The  history  of  the  settlement  of  the  affairs  of  the  Bank 
of  Illinois  at  Shawneetown  is  somewhat  similar  to  that  of 
the  state  bank.  At  the  time  when  a  committee  of  state 
officers  (1842)  had  inquired  upon  what  terms  the  directors 
of  the  Bank  of  Illinois  would  settle  they  replied  that  they 
would  buy  the  state's  stock  and  pay  for  it  with  bonds;  but 
instead  of  being  compelled  to  go  into  liquidation  they  in- 
sisted upon  continuing  as  a  private  institution.-^^  The 
legislature  was  determined  that  the  bank  should  end  its 
existence  and  yet  could  not  make  any  alterations  in  the 
original  charter  without  the  bank's  consent.  In  order  to 
induce  the  directors  to  accept  a  plan  for  a  compromise  with 
the  state  similar  to  the  one  made  with  the  state  bank,  and 
yet  compel  them  to  go  into  liquidation,  two  laws  were 
passed.  One,  very  stringent  in  its  terms,  provided  for  the 
immediate  assignment  of  all  the  bank's  assets  to  three  com- 
missioners who  were  to  be  clothed  with  extraordinary 
powers.-^^  The  other  was  much  more  mild  and  provided 
for  an  equitable  settlement  with  tlie  state  and  the  liquida- 
tion of  the  bank's  affairs  under  the  direction  of  its  own 
officials.^*^  The  scheme  of  the  legislature  succeeded  and 
the  bank  committed  itself  to  an  agreement  to  turn  over  to 
the  governor  $500,000  in  evidences  of  state  indebtedness 
at  once,  and  the  remaining  |500,000  within  a  year  with  in- 
terest at  six  per  cent.  The  state  was  to  retain  three  direc- 
tors until  the  full  amount  was  received.  The  governor 
accepted  the  first  payment  and  surrendered  a  like  n mount 
of  capital  stock  held  by  the  state.    The  directors  tlioii  pro- 

^*'^Bankers  Magazine,  xvii,  476. 

=*-An  example  of  this  is  the  site  of  the  Auditorium  Hotel  and  Theater 
in  Chicago.     Knox,  History  of  Banking  in  the  United  States,  722. 
-*^Reports  of  Session,  1842-43,  p.  201. 
-**Laii's  of  Illinois,  1842-43,  p.  27. 
^^^Ibid.,  30. 
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ceeded  to  wiud  up  the  bank's  business  under  about  the  same 
provisions  as  liad  been  laid  down  for  the  state  bank. 

The  Bank  of  Illinois,  as  has  been  noted,  had  recently 
changed  hands  and  was  now  controlled  by  a  group  of  men 
who  intended  to  make  the  most  of  their  opportunity.  Just 
before  the  passage  of  the  liquidation  act  they  borrowed 
1100,000  of  the  bank's  specie  and  spent  it  in  buying  state 
bonds  for  a  few  cents  on  the  dollar.  Among  the  bargains 
obtained  was  one  from  Macalister  and  Stebbins  who  had 
advanced  |2G1,500  to  the  state  and  were  still  holding 
$804,000  as  security.  Although  the  title  to  these  bonds 
was  still  vested  in  the  state,  the  firm  did  not  hesitate  to 
dispose  of  |333,000  worth  of  them  to  the  Shawneetown 
bankers.  These  men  now  repaid  their  |100,000  loan  to 
the  bank  with  bonds,  reaping  a  profit  of  more  than  seventy 
cents  on  the  dollar.  But  they  did  not  stop  at  this  point 
for  they  owed  other  large  amounts  which  they  now  settled 
with  bonds.  When  the  time  came  for  making  a  final  settle- 
ment witli  tlie  state,  these  Macalister  and  Stebbins  bonds 
were  tendered  to  Governor  Ford  at  their  face  value.  When 
the  governor  refused  to  accept  them  the  directors  sought 
to  compel  their  acceptance  by  an  order  of  the  court  but  the 
judge  refused  to  issue  a  mandamus  against  a  co-ordinate 
brancli  of  the  government.-"**' 

When  Governor  Ford  found  that  Macalister  and  Steb- 
bins were  unable  to  make  a  settlement  with  the  state  and 
tliat  tlie  Shawneetown  bank  shares  held  by  the  state  were 
daily  becoming  more  worthless,  he  received  the  disputed 
bonds  subject  to  the  consent  of  the  legislature.  For  a 
time  that  body  refused  to  give  its  sanction  but  later  agreed 
to  accept  the  bonds  at  forty-eight  cents  on  the  dollar,  leav- 
ing a  balance  of  .'?20r),000 'still  due  from  the  bank.^-*"  In 
December,  1844,  after  nearly  two  years  devoted  to  settling 
the  bank's  affairs,  the  state  commissioner  reported  that 
the  cnsliicr  by   ]taying  !i?l 00,885.50  in  specie  to  creditors 


24CQreene  and  Thompson,  Governors'  Letter-Books,  ii.  io6,  107. 
^*'Ibid.,  120;  Laii-s  of  Illinois,  1844-45,  P-  246. 
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and  bj  matching  debits  against  credits  through  the  medium 
of  the  notes  and  certificates,  had  settled  more  than  a  third 
of  the  obligations  other  than  capital  stock.  He  estimated 
that  from  a  half  to  three-fourths  of  the  assets  were  good.-^^ 
The  legislature  decided,  however,  to  abolish  the  oflice  of 
commissioner  and  authorized  the  bank  to  place  its  property 
in  the  hands  of  four  assignees.  As  fast  as  any  evidences 
of  state  indebtedness  came  into  the  bank's  hands,  they 
were  to  be  turned  over  to  the  state  in  payment  of  the 
1295,000  still  due  it  in  the  exchange  of  bonds  for  stock. 
If  after  four  years  the  amount  was  not  paid  in  full,  the 
state's  claims  were  to  be  preferred  over  that  of  the  stock- 
holders to  the  extent  of  §20,000  if  necessary.  If,  however, 
at  the  time  of  the  final  settlement  there  still  remained  a 
balance  due  the  state,  the  assets  were  to  be  divided  between 
the  state  and  the  private  stockholders  in  proportion  to 
the  amount  of  their  respective  stock  holdings  at  that 
time.-^^  The  assignees  found  that  the  four  years  time 
allotted  to  them  were  entirely  inadequate  for  the  per- 
formance of  their  task  so  the  legislature  advanced  the  date 
of  final  settlement  to  January  1,  1851. ^'^^^  After  that  date 
the  assignees  were  given  the  power  to  sue  in  their  own 
names;  the  assets  and  liabilities  arising  at  Shawneetown 
and  Lawrenceville  were  accepted  by  Messrs.  Caldwell  and 
Ryan  and  those  at  Jacksonville,  Alton  and  Pekin  by 
Messrs.  Dunlap  and  Smith.  Tlie  assignees  had  not  only 
never  paid  tlie  state  any  part  of  the  $295,000  still  due  but 
had  allowed  interest  on  it  to  accumulate  to  the  extent  of 
$62,000,251  In  1852  the  State  Bank  of  Missouri  united  with 
several  other  creditors  in  bringing  a  chancery  suit  in  the 
federal  courts  against  the  Bank  of  Illinois  and  its 
assignees.  The  court  ordered  the  assignees  to  turn  over 
the  bank's  affairs  to  three  receivers  who  were  instructed 
to  settle  up  the  business  as  speedily  as  possible.    The  legis- 

^*^Reports  of  Session  (H.  of  R.),  1844-45,  P-  163. 
^*^Laws  of  Illinois,  1844-45,  P-  246. 

250/fetrf..   38. 

-^'^Reports  of  Session  (Senate),  1849,  p.  104. 
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lature  ratified  this  action  by  an  act  recognizing  the  receiv- 
ers as  the  legal  successors  of  the  Bank  of  Illinois. -^^  Only 
one  of  the  receivers  qualified  for  the  ottice  and  in  1853  he 
proceeded  to  sell  at  public  auction  the  remaining  effects  of 
the  bank.  The  handsome  four  story  building  erected  at  a 
cost  of  $80,000  was  bought  by  (lOvernor  Matteson  for 
|15,000  and  other  property  was  disposed  of  at  similar 
sacrifices. -^^  The  claims  of  the  note  holders  and  depositors 
seem  to  have  been  settled  in  a  fairly  satisfactory  way  but 
after  the  state  had  been  reimbursed  and  the  receivers'  fees 
and  court  costs  paid  there  was  nothing  left  for  the  14,884 
private  stockholders.-^^ 

But  little  attention  was  paid  by  tlie  press  or  the  legis- 
lature to  the  Bank  of  Cairo  which  was  opened  at  Kaskaskia 
by  a  group  of  investors  who  had  obtained  possession  of  its 
unused  territorial  charter.  As  late  as  1839  the  bank  bore 
a  good  reputation  and  furnished  a  considerable  portion  of 
the  medium  of  exchange  in  south-western  Illinois.-^^  A 
large  portion  of  its  stock  was  held  by  Wright  and  Com- 
pany, London  bankers,  as  agents  for  various  owners,  hence 
the  policy  of  the  bank  could  be  dictated  by  the  holders  of 
their  proxies.-^^  The  directors  suspended  specie  pa^'ment 
with  tlie  otlier  western  banks  but  on  account  of  their  lim- 
ited clientage  their  action  did  not  attract  wide  attention.-^'^ 
In  1840  the  Bank  of  Cairo  was  declared  to  be  serving  the 
interests  of  its  localit}^  better  than  the  other  Illinois  banks 
were  doing  in  their  respective  territories.  It  furnished 
about  seventy  ])er  cent  of  the  small  notes  in  circulation  in 
the  region  tributary  to  St.  Louis,  and  thus  supplied  the 
demand  for  cliange  much  more  easily  than  its  larger  rivals 
who  depended  upon  gold  and  silver  or  the  notes  of  otlier 
banks  for  amounts  less  than  five  dollars.  The  directors 
made  a  specialty  of  the  small  notes,  for  the  fact  that  they 

'''-Laii's  of  Illinois,  1851,  p.  120. 

^ssGoodspeed,  pub.,  History  of  Gallatin,  etc..  Counties,  100. 

-''^Chicago  Democrat  (weekly),  September  10,  1853. 

-^•'Sangamo  Journal,  December  24,  1839. 

^^^Chicago  American,  January  15,  1841. 

-^"Greene  and  Thompson,  Governors'  Letter-Books,  ii,  60,  61. 
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were  ahvavs  in  demand  kept  them  from  being  presented  for 
redemption.-^ ^  In  reply  to  the  charge  of  a  St,  Louis  paper 
to  the  effect  that  the  bank  was  not  solvent,  the  cashier 
published  a  statement  in  September,  1840,  of  the  resources 
and  liabilities.  At  that  time  a  circulation  of  $200,138.00 
and  deposits  of  about  |13,000  constituted  the  only  liabili- 
ties in  addition  to  the  capital  and  surplus  of  |295,000.  To 
offset  these  items  there  was  specie  to  the  amount  of  $112,- 
451.70,  eastern  exchange  to  the  extent  of  -110,096.85  and 
loans  and  discounts  to  the  amount  of  about  $350,000.  Of 
this  last  item  more  than  $250,000  was  created  by  the  pur- 
chase of  bills  of  exchange  arising  from  the  shipment  of 
produce  down  the  Mississippi.-'^^  The  bank  later  became 
heavily  involved  in  the  operations  of  the  Cairo  City  and 
Canal  Company,  a  corporation  engaged  in  constructing 
levees  and  other  public  works  at  Cairo,  and  its  standing 
began  to  be  questioned. -'^'^  The  result  was  that  the  notes 
had  depreciated  five  or  ten  per  cent  before  those  of  the 
other  Illinois  banks  had  begun  to  suffer  a  discount.^*^^  A 
year  later,  the  affairs  of  the  bank  were  in  so  hopeless  a 
condition  that  its  paper  was  refused  b}-  brokers.-'^-  In 
February,  1843,  the  directors  went  into  bankruptcy  and 
assigned  all  the  bank's  property,  thereby  virtually  surren- 
dering their  charter.-*^^  Thereupon  the  legislature  by  the 
act  of  March  4,  1843,  formally  repealed  the  act  of  incorpor- 
ation and  provided  a  plan  for  the  speedy  settlement  of  the 
bank's  affairs. -''"^  Governor  Ford  and  the  legislature  were 
criticized  for  the  immediate  repeal  of  the  charter  of  the 
Cairo  bank  when  the  other  banks  were  alloAved  such  liberal 
terms  of  settlement.  In  his  reply  to  these  criticisms,  tlie 
governor  justified  the  more  severe  treatment  of  the  Bank 
of  Cairo  by  the  fact  that  it  had  expanded  its  discounts 

'"•^Chicago  Aiuerican,  September  i8,  1840. 

-^^Ihid.,  January  15  and  21,  1841. 

'^^Ibid..  July  2,  1841. 

-^-Chicago  Democrat  (weekly),  June  8,  1842. 

-^^Ihid.,  March  21,  1843. 

-^*Laws  of  Illinois,  1842-43,  p.  36. 
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beyond  all  hope  of  redeeming  the  consequent  issue  of  notes, 
that  it  had  operated  under  a  charter  of  very  doubtful 
legality  and  that  the  directors  had  already  virtually  sur- 
rendered the  charter  when  they  assigned  their  office  and 
placed  the  bank  in  the  hands  of  receivers.-^"  It  was  at  first 
believed  that  with  the  specie  in  the  vaults  and  the  money 
obtained  from  the  sale  of  the  Cairo  Canal  Company's  prop- 
erty the  notes  of  the  bank  could  be  redeemed  at  par-*^*^  but 
the  late  cashier  of  the  bank  disappeared  with  the  whole 
supi)ly  of  specie.  Some  years  later,  enough  was  realized 
from  the  remaining  assets  to  redeem  the  notes  at  five  cents 
on  the  dollar.-"' 

A  history  of  the  banking  operations  during  the  period 
of  internal  improvements  would  not  be  complete  without 
some  discussion  of  the  more  or  less  illegal  banking  opera- 
tions that  were  carried  on  in  Chicago.-^'^  Up  to  1835  there 
was  little  demand  for  banking  facilities  in  Chicago.  Gor- 
don S.  Hubbard,  a  local  merchant,  kept  a  bank  account  at 
Buffalo  and  supplied  tlie  other  traders  with  drafts  on  the 
East.  As  has  already  been  noted,  however,  the  population 
and  commercial  imi)ortance  of  the  village  were  increasing 
at  so  ra])id  a  rate  that  the  directors  of  the  state  bank 
located  a  branch  in  that  place.-"*^  The  paper  of  the  branch 
bank  furnished  but  a  small  part  of  the  circulating  medium, 
however,  for  Chicago  was  rapidly  becoming  the  commercial 
center  of  tlie  whole  Northwest;  hence  the  bills  of  Wiscon- 
sin, ^licliigan  and  Indiana  banks  mingled  freely  with  those 
of  tlie  Illinois  banks  and  helped  to  drive  out  what  little 
S])e('ie  tlier(^  was.  For  small  change  the  merchants  issued 
tickets  ''good  for  groceries."  "good  for  tobacco,"  "good  for 
a  drink,"  etc.,  according  1o  wliatever  business  the  person 
issuing  the  notes  followed.-'"     The  legislature  of  1835-36, 

-^•''Greene  and  Thompson,  Governors'  Letter-Books,  ii,  6o,  6r. 
-'^^Chicago  Democrat  (weekly),  March  21,  1843. 
-'^''Illinois  State  Journal,  February  2,  1862. 

-^^This  subject  is  treated  at  great  length  by  Andreas  in  his  History  of 
Chicago. 

-^''Morris,  History  of  the  First  A'ational  Bank  of  Chicago.  26. 
-"°.\ndreas,  History  of  Chicago,  i,  531. 


487]  BANKING  AND  INTERNAL  IMPROVEMENTS  129 

in  addition  to  chartering  banks,  had  incorporated  the  Chi- 
cago Marine  and  Fire  Insurance  Company  with  a  capital 
of  1100,000.  After  granting  to  the  company  the  usual 
powers  possessed  by  a  concern  of  that  character  the  priv- 
ilege of  receiving  deposits  and  lending  money  was  added 
but  the  issue  of  paper  "in  the  similitude  of  bank  notes"' 
was  strictly  forbidden.-'^  In  Maj^,  1837,  the  directors  of 
the  company  announced  that  during  the  "deranged  condi- 
tion" attendant  upon  the  panic  of  1837  they  would  make 
loans  and  receive  deposits.  Depositors  were  given  certifi- 
cates redeemable  in  specie  on  demand  which,  although  they 
bore  no  physical  resemblance  to  bank  notes,  circulated 
freely  at  par.  When  the  company  finallj^  went  into  volun- 
tary liquidation  its  notes  were  redeemed  and  retired  with- 
out the  slightest  loss  or  friction.-"- 

In  the  meantime,  Mr.  George  Smith  of  Aberdeen, 
Scotland,  visited  Chicago  and  was  so  impressed  with  the 
prospects  of  the  city  and  the  surrounding  country  that 
upon  his  return  to  his  native  land  he  induced  his  friends  to 
unite  with  him  in  forming  the  Scottish  Illinois  Land  and 
Investment  Company.  They  bought  and  sold  Illinois  real 
estate,  obtaining  large  returns  until  the  panic  of  1837 
brought  business  to  a  standstill.  Smith  hastened  to  Amer- 
ica to  look  after  his  interests  and  during  his  sojourn  in 
Chicago  was  so  impressed  with  the  success  of  the  Chicago 
Marine  and  Fire  Insurance  Company's  operations  that  he 
decided  to  conduct  a  similar  enterprise.  Accordingly  lie 
obtained  from  the  territorial  legislature  of  Wisconsin  the 
charter  of  the  Wisconsin  ^Marine  and  Fire  Insurance  Com- 
pany with  a  capital  of  |225,000,  all  of  which  was  taken  by 
Smith  and  a  small  group  of  fellow  countrymen.  The  head 
office  was  nominally  in  Milwaukee,  but  Mr.  Smith  carried 
on  the  greater  part  of  his  operations  in  Chicago.-"-'*  In  spite 
of  the  fact  that  the  issue  of  certificates  of  deposit  designed 
to  circulate  as  money  was  forbidden  by  its  charter,  the 
company   issued   them   freely,   but  maintained  such   high 

^''^Laws  of  Illinois,  1835-36,  p.  30. 

-''-Chicago  American,  May  i6,  1837;  Bankers'  Magazine,  xvi,  234. 

-''^Chicago  Democrat  (weekly),  January  29.  1846. 
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business  standards  that  its  paper  was  in  universal  demand 
and  furnished  a  most  acceptable  addition  to  the  medium  of 
exchange.  So  great  were  tlie  quick  assets  of  the  firm  that 
the  whole  circulation  could  be  taken  up  on  short  notice, 
hence  it  was  never  found  necessary  to  suspend  specie  pay- 
ment.^'* Beginning  with  the  modest  sum  of  .|34,028  in 
1841,  the  issue  of  certificates  increased  until  in  1851  the 
total  outstanding  circulation  amounted  to  ^1,470,000  and 
numerous  agencies  had  been  established  to  facilitate  re- 
demption.^'^^  In  addition  the  business  men  of  the  territory 
tributary  to  Chicago  were  j)rovided  with  eastern  funds  at 
one  to  two  per  cent.-'*'  The  success  of  the  enterprise 
aroused  the  opposition  of  the  banks  of  the  surrounding 
states  and  territories  and  in  1852  the  legislature  of  Wis- 
consin was  persuaded  to  force  the  company  to  retire  its 
circulation.-""  Meanwhile  Smith  had  organized  banks  in 
Washington,  D.  C,  and  Atlanta,  (leorgia,  and  was  issuing 
and  redeeming  their  paper  in  the  Northwest.  When  Illi- 
nois adopted  tlie  free  banking  law,  whicli  is  to  be  discussed 
in  another  place.  Smith  incorporated  the  Bank  of  America 
under  the  Illinois  law  but  its  circulation  Avas  never  very 
extensive.  By  1857,  having  ac(iuired  a  large  fortune  Avitli- 
out  a  suspicion  of  crooked  dealing  attached  to  it  he  retired 
to  his  native  land.^^^ 

For  many  years  unincorporated  firms  in  Cliicago  and 
elsewhere  in  the  state  had  carried  on  a  profitable  banking 
business,  but  they  were  not  permitted  under  the  constitu- 
tion of  1818  to  incorporate  as  banks  or  to  issue  notes,  hence 
they  were  usually  classed  as  brokers.  In  conclusion,  it 
may  be  said  that  as  a  whole  the  record  made  by  the  private 
banking  institutions  of  tliis  ])eriod,  notwithstanding  the 
illegality  of  the  note  issues  of  some  of  them,  is  very  much 
more  creditable  than  that  made  Iw  the  elaborately  safe- 
guarded state  institutions. 

'''^Chicago  American,  September  28.  1841. 
^^^Andreas,  History  of  Chicago,  i,  532. 
^'''Baldwin,  History  of  La  Salle  Couuty,  184. 
'"'Chicago  Democrat  (daily),  February  9,  1852. 
278Knox,  History  of  Banking,  726,  742. 


CHAPTER  V 

The  Free  Banking  System  of  Illinois 

In  commenting  upon  the  situation  which  existed  in 
Illinois  just  after  the  collapse  of  the  banks  in  1842  a  writer 
of  the  time  remarks  :  ''All  the  banks^  of  Illinois  have  ceased 
to  be.  Their  history  is  brief;  their  storv  is  instructive ;  and 
the  lesson  taught  will  long  be  remembered."-  This  state- 
ment could  have  been  ax)plied  with  equal  force  to  a  number 
of  southern  and  western  states  whose  banks  had  failed 
under  similar  circumstances.  In  fact,  the  state  bank  of 
Indiana  was  the  only  conspicuous  success  among  the  pro- 
jects undertaken  or  fostered  by  a  state.^  For  nine  years 
after  the  failure  of  the  Illinois  banks,  the  Indiana  bank 
currency  furnished  that  part  of  the  circulating  medium 
which  was  considered  both  sound  and  lawful.  A  con- 
siderable amount  of  paper  from  other  states,  especially 
Michigan,  was  of  unquestionable  legality  but  of  very  doubt- 
ful soundness;  while  the  issues  of  the  Wisconsin  Marine 
and  Fire  Insurance  Company  and  other  similar  iustitutiojis 
made  up  in  soundness  what  they  lacked  in  legality.^ 

The  presence  of  such  an  assortment  of  money  of  all 
degrees  of  goodness  made  it  necessary  for  persons  handling- 
it  in  business  houses  to  be  supplied  witli  ''l)ank  note  re- 
porters," "counterfeit  detectors"  and  other  similar  publi- 
cations, while  the  general  public  relied  upon  the  money 
tables  published  in  the  newspapers.^ 

In  so  far  as  the  banking  functions  other  tlian  note  is- 
sue were  concerned,  tliey  were  performed  by  the  private 
banking  firms  whicli  liad  sprung  up  in  all  the  princiital 

^This  refers  to  the  regularly  incorporated  banks  of  issue.    There  were 
a  number  of  private  banking  firms  in  the  state. 
-Brown,  History  of  Illinois,  428. 
^White,  Money  and  Banking,  333. 

^Chicago  Democrat,  January  15,  1845;  Bankers'  Magazine,  iii,  724. 
^Niles  Register,  Ixviii,  272. 
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towns.  These  establishments  were  subject  to  no  supervi- 
sion by  the  state  and  whenever  the  absence  of  competitors 
permitted  it,  charged  exorbitant  rates  of  interest — the  cus- 
tomary rate  paid  by  a  central  Illinois  cattle  grower,  for 
example,  being  twenty-four  per  cent.®  Those  portions  of 
the  state  adjacent  to  Chicago,  St.  Louis  or  Vincennes  were 
more  fortunate,  however,  and  secured  accommodations  at 
reasonable  rates,  but  at  best  the  situation  in  the  state  was 
satisfactory  neither  to  the  bankers  nor  the  public.  Deposit 
banking  was  practiced  by  an  inconsequential  minority, 
hence  the  private  bankers,  under  the  necessity  of  paying 
out  currency  to  borrowers,  either  violated  the  law  by  issu- 
ing their  own  paper  or  confined  themselves  to  lending  the 
notes  of  other  banks,  Avliile  the  public  was  subjected  to  a 
constant  risk  in  using  a  conglomeration  of  bank  bills  of 
uncertain  value.  In  tlie  campaign  of  1846  two  radically 
different  remedies,  both  involving  changes  in  the  state  con- 
stitution, were  proposed  by  the  two  political  parties.  The 
Whigs  favored  the  adoption  of  a  general  banking  law  under 
which  banks  of  issue  could  be  chartered  which  would  pro- 
vide the  people  of  the  state  with  a  plentiful  supplj^  of  safe 
currency.  Tlie  Democrats,  on  tlie  other  hand,  contended 
that  in  view  of  the  unliappy  experiences  of  the  past  both 
banks  and  bank  paper  should  be  forever  banished  from  the 
state.  They  argued  that  the  ideal  monetarj-  situation, 
namely,  the  exclusive  use  of  specie,  could  never  be  brought 
about  so  long  as  paper  money  was  allowed  to  circulate.'^ 
In  his  campaign  speeches,  Mr.  Killpatrick,  the  Whig  candi- 
date for  governor,  took  the  position  that  it  was  a  great 
injustice  to  the  business  of  tlie  state  that  Illinois  should  be 
the  only  state  in  the  Union  without  banks  of  issue.  He 
pointed  out  to  the  voters  the  economic  ills  growing  out  of 
the  use  of  foreign  bank  notes,  the  chief  of  which  Avas  that 
the  people  of  Illinois  were  bearing  the  loss  attendant  upon 
the  use  of  such  pjii)er  without  receiving  accommodation  at 
the  banks  which  issued  it.  As  for  the  establishment  of  an 
exclusive  specie  system  of  money,  'Sir.  Killpatrick  argued 

'Prince  and  Burnham,  History  of  McLean  County,  ii,  760. 
''Alton  Telegraph,  January  24.  1846. 
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that  no  law  ever  enacted  could  prevent  the  circulation  of 
bank  notes  to  the  exclusion  of  specie.^  The  Democrats 
nominated  Augustus  C.  French,  an  anti-bank  man,  on  a 
platform  which  declared  that  the  "resuscitation  or  rechar- 
ter  of  any  of  the  old  banks  .  .  .  would  be  disastrous  to  the 
best  interests  of  the  people  of  Illinois"  and  that  "the  cre- 
ation of  any  new  bank  in  Illinois,  either  as  a  state  bank 
or  in  any  othei*  form  is  uncalled  for  by  the  people."^ 

The  Democratic  party  throughout  the  campaign  took 
advantage  of  the  popular  prejudice  against  all  corpora- 
tions. The  average  Illinoisian  looked  upon  the  act  of  incor- 
poration as  a  mere  "loophole  for  knavery"  which  permitted 
the  incorporators  to  do  under  its  protection  things  which 
they  could  not  do  as  private  individuals.  He  believed  that 
the  incorporation  of  a  bank  of  issue  enabled  the  incorpor- 
ators without  money  or  credit  of  their  own  to  reap  a  for- 
tune from  the  resources  of  their  patrons, ^*^  Mr.  French  and 
a  Democratic  legislature  were  chosen  at  the  November  elec- 
tion and  all  hope  of  a  general  banking  act  seemed  to  have 
disappeared.  A  new  field  of  operation,  however,  was  soon 
opened  for  the  friends  of  banks.  The  state  had  long  out- 
grown tlie  old  constitution  of  1818,  but  none  of  the  efforts 
to  provide  a  new  one  had  thus  far  met  with  success.  At 
length  the  proposition  to  hold  a  constitutional  convention 
passed  the  legislature,  was  submitted  to  the  people  and 
received  the  support  of  the  voters  of  both  parties.  The 
convention  was  in  the  hands  of  the  Democrats,  "nineteen- 
twentieths"^  ^  of  whom  were  supposed  to  be  opposed  to  all 
banks,  and  yet  a  pro-bank  Democrat  was  made  president  of 
the  convention  and  every  effort  to  force  the  adoption  of 
constitutional  proliibition  of  banks  met  with  defeat. ^^ 

^Alton  Telegraph,  July  4,  1846. 

^Chicago  Democrat,  March  10,  1846. 

''■^Chicago  Democrat,  October  28,  1845. 

^'^Illinois  State  Register,  quoted  by  Illinois  State  Journal,  November  9, 
1857. 

^-Alton  Telegraph,  June  29,  and  July  9,  1847 ;  Niles'  Register,  Ixxii, 
307;  Chicago  Democrat,  June  29,  1847;  Jacksonville  Prairie  Argus,  quoted 
by  Alton  Telegraph,  July  16,  1847. 
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The  constitution  was  completed  on  the  last  day  of 
August,  1847,  and  the  following  March  was  submitted  to 
the  jjeople  and  adopted  by  a  large  majority.  The  follow- 
ing sections  relating  to  banking  were  included  in  the  article 
dealing  with  corporations  :^- 

"No  state  bank  sliall  hereafter  be  created,  nor  shall  the 
state  own  or  be  liable  for  any  stock  in  any  corporation  or 
joint  stock  association  for  banking  purposes,  to  be  here- 
after created. 

"The  stockholders  in  every  corporation,  or  joint  stock 
association  for  banking  purposes,  issuing  bank  notes,  or 
any  kind  of  paper  credits  to  circulate  as  money,  shall  be 
individually  responsible,^^  to  the  amount  of  their  respective 
share  or  shares  of  stock  in  any  such  corporation  or  asso- 
ciation, for  all  its  debts  and  liabilities  of  ever}^  kind. 

"No  act  of  the  general  assembly,  authorizing  corpora- 
rations  or  associations  with  banking  powers,^^  shall  go  into 
effect,  or  in  manner  be  in  force  unless  the  same  shall  be 
submitted  to  the  people  at  the  general  election  next  suc- 
ceeding the  passage  of  the  sanu^  and  be  approved  by  a  ma- 
jority of  all  the  votes  cast  at  such  election  for  and  against 
such  law.^*' 

Tlie  Denu)cratic  party  still  refused  to  commit  itself  in 
favor  of  a  banking  law  and  at  its  convention  in  1848  re- 
nominated Governor  French  on  a  platform  which  did  "re- 
newedly  declare"  the  party's  opposition  to  all  banks  and 
advocated  the  expulsion  of  paper  money  from  the  state.^'^ 

^•''Article  X,  Sections  3,  4  and  5 ;  see  Journal  of  Constitutional  Conven- 
tion, 1847,  p.  564. 

i*To  all  the  creditors  of  the  bank.  Decision  of  the  supreme  court  of 
Illinois  in  McCarthy  vs.  Lavasche.    8g  Illinois,  3/0. 

^''The  supreme  court  of  Illinois  in  the  case  of  Anthony  vs.  Intern. 
Bank  (pj  Illinois.  223)  and  also  in  People  vs.  Lowenthal  (93  Illinois,  191) 
held  that  "hankiiiR  powers"  meant  full  banking  powers  and  that  an  act  of 
incorporation  granting  all  the  usual  powers  of  a  bank  except  that  of  note 
issue  was  not  a  banking  act  and  need  not  be  submitted  to  the  voters. 

'^Hrx  the  case  of  Smith  vs.  Ryan  {34  Illinois,  364)  it  was  held  that 
minor  amendments  to  a  banking  law  already  approved  by  the  people  need 
not  be  submitted. 

^"Illinois  State  Journal,  May  4,  1858. 
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The  Whigs  still  looked  to  a  central  bank  as  the  true  remedy 
for  the  currency  ills  of  the  nation,  but  as  a  measure  of  ex- 
pediency' they  were  willing  to  adopt  any  sound  system  of 
local  banks  so  long  as  there  was  no  prospect  of  securing 
a  third  United  States  Bank. 

Governor  French  was  re-elected  and  when  the  first 
legislature  chosen  under  the  new  constitution  assembled, 
January  1,  1848,  he  announced  liis  intention  of  using  his 
newly  acquired  veto  power,  if  necessary,  to  prevent  the 
adoption  of  a  general  banking  act.^'^  Such  action  on  his 
part  did  not  become  necessary,  for  the  only  bill  introduced 
met  an  untimely  end  in  the  lower  house."^ 

Xow  that  the  constitution  permitted  the  chartering  of 
banks,  the  business  men  of  the  state  began  a  determined 
fight  to  secure  favorable  action  from  the  next  legislature. 
Just  before  the  opening  of  the  next  session  of  that  body, 
a  convention  was  held  in  Chicago  at  which  the  representa- 
tives of  the  leading  commercial  and  financial  interests  of 
the  state  drafted  a  memorial  to  the  legislature  and  the  gov- 
ernor urging  them  to  abandon  their  attitude  of  hostility 
to  banks  and  to  provide  the  state  with  a  system  of  banking 
adequate  to  its  needs.^"  This  time  the  appeal  met  with 
success  as  far  as  the  legislature  was  concerned  and  a  gen- 
eral banking  system  was  passed  for  submission  to  the  vot- 
ers at  the  next  general  election. 

The  act  was  patterned  after  the  free  banking  system 
of  New  York  and  provided  that  the  auditor  of  public  ac- 
counts should  obtain  a  supply  of  circulating  notes  to  be 
issued  to  persons  complying  with  its  provisions.  Each  of 
these  notes  was  to  be  signed  and  numbered  by  the  auditor 
and  the  number  entered  upon  an  official  register.  Any 
person  or  persons  who  desired  to  engage  in  the  issue  of 
notes  was  required  to  deposit  with  the  auditor  bonds  issued 
(1)  by  the  United  States,  (2)  by  any  state  which  paid  full 
interest  or  (3)  by  the  state  of  Illinois.    The  deposit  of  the 

^^Senate  Journal,  1849,  pp.  11  fF. 
^^House  Journal,  1849,  pp.  58,  -t,. 
-"Harper  and  Ravell,  Fifty  Years  of  Banking  in  Chicago,  83. 
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first  two  classes  of  bonds  entitled  the  owner  to  receive  from 
the  auditor  circulating  notes  to  the  full  market  value  of 
the  bonds  but  not  to  exceed  their  par  value;  but  Illinois 
securities  must  be  listed  at  twenty  per  cent  less  than  their 
average  market  value  in  New  York  during  the  preceding 
six  weeks.  If  any  state  failed  to  pay  regularly  six  per 
cent  interest  on  its  bonds,  the  auditor  was  required  to  de- 
mand at  least  two  dollars  of  its  bonds  for  every  dollar  in 
notes  issued  to  the  depositor.  The  securities  were  all  listed 
in  triplicate,  each  list  being  signed  by  the  auditor  and  the 
depositors  of  the  bonds.  One  of  the  lists  was  kept  in  the 
state  treasui'cr's  office,  one  was  retained  by  the  auditor 
and  the  third  was  given  to  the  person  making  the  deposit.-^ 
The  ])rivilege  of  forming  a  banking  association  was 
open  to  any  number  of  persons  but  a  minimum  of  fifty 
thousand  dollars'  worth  of  capital  stock  must  be  sold  before 
beginning  business.  The  certificate  of  incorporation  grant- 
ed to  such  associations  specified  the  corporate  name,  place 
of  business,  amount  of  capital  stock,  the  names  and  resi- 
dence of  stockholders  and  the  number  of  shares  held  by 
each.  This  certificate  entitled  the  holders  to  discount  bills 
and  notes,  receive  deposits,  buy  gold  and  silver  coin  and 
bills  of  exchange,  lend  money  on  real  estate  and  personal 
security,  and  circulate  their  notes  as  money.^^  If,  however, 
a  banking  association  failed  to  redeem  its  notes  on  demand, 
tlic  auditor  was  required  after  giving  notice  for  ten  days 
in  two  New  York  City  newspapers,  to  sell  enough  of  the 
bonds  dei)osited  by  tlie  association  to  enable  him  to  redeem 
till'  notes  out  of  tlie  })r()ceeds  of  the  sale,  but  in  no  case 
could  the  state  of  Illinois  be  held  liable  for  the  redemption 
of  a  bank's  pa])er.-^  If  any  note  holder  chose  to  do  so,  he 
could  cause  a  bank  to  be  put  into  liquidation  because  of 
it&  failure  to  redeem  its  paper.  The  procedure  prescribed 
was  as  follows :  The  note  was  to  be  "protested"  by  a  notary 
public  and  the  protest  sent  to  the  auditor  who  in  turn  was 

"^Lazi'S  of  Illinois,  1851,  p.  163,  Sections  2  and  3. 
-'-Ibid.,  Sections  4  and  9. 
-^Ibid.,  Section  14. 
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to  notify  the  officers  of  the  bank  to  pay  the  obligation  in 
question  at  once.  If  they  failed  to  do  so,  the  auditor  was 
to  insert  a  notice  in  one  Springfield  paper  and  one  paper 
in  tlie  place  where  the  bank  was  located,  to  the  effect  that 
he  would  redeem  and  retire  all  the  notes  of  the  bank.  The 
association  was  then  to  cease  doing  business  except  for  the 
purpose  of  settling  its  affairs  under  the  direction  of  a  re- 
ceiver appointed  by  the  courts.  All  assets  were  to  be  ap- 
plied (1)  to  the  redemption  of  notes,  (2)  to  the  payment  of 
all  liabilities  other  than  capital  stock  and  (3)  to  reimburse 
the  shareholders.-^  The  stockholders  were  all  to  be  held 
individually  responsible  for  the  debts  of  the  bank  to  an 
amount  equal  to  their  respective  holdings  and  the  courts 
were  authorized  to  issue  execution  against  each  stockholder 
in  succession  until  the  full  amount  of  the  judgment  was 
obtained.-^  Any  note  upon  which  payment  had  been  re- 
fused drew  interest  at  the  rate  of  twelve  and  one-half  per 
cent  until  paid.-^  Notes  were  redeemable  only  at  the  place 
of  business  mentioned  in  the  charter,  and  sufficient  specie 
must  be  kept  on  hand  for  their  redemption.-'  If  tlie  auditor 
or  a  group  of  shareholders  whose  lioldings  aggregated  three 
thousand  dollars  desired  an  investigation  of  a  bank's  af- 
fairs, the  circuit  judge  of  the  county  in  which  the  bank 
was  located  was  required  to  institute  such  an  investigation 
and  to  publish  his  findings  together  with  his  opinion  as  to 
the  wisdom  and  honesty  of  the  bank's  management.-^ 

The  general  stipervision  of  the  new  system  was  placed 
in  the  hands  of  three  bank  commissioners  whose  duties  con- 
sisted in  examining  the  affairs  of  every  incorporated  bank 
at  least  once  a  year  and  in  inspecting  the  bonds  on  deposit 
with  the  auditor.  In  case  there  was  a  shrinkage  in  the  value 
of  any  securities  to  such  an  extent  that  they  no  longer  fur- 
nished adequate  protection  to  the  note  holder,  tlie  bank 
was  required  to  deposit  additional  bonds  or  withdraw  a 

-'^Lazi's  of  Illinois,  1851,  pp.  163  ff.,  Sections  14  and  18. 
-^Ibid.,  Section  28. 
-^Ibid.,  Section  18. 
-''Ibid.,  Section  19. 
-^Ibid.,  Section  25. 
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portion  of  its  notes  from  circnlation.  As  an  additional 
safeguard,  a  quarterly  statement  was  required  from  every 
incorporated  bank,  a  copy  of  which  must  be  published  in  a 
local  newspaper.-*^ 

Althoui^li  the  current  rate  of  interest  was  ten  per  cent, 
the  legislature  restricted  the  banks  to  a  rate  of  seven  per 
cent,  thereby  compelling  them  to  evade  the  law  in  order  to 
secure  the  current  rate.^*^ 

Tlie  bill  was  sent  to  Governor  French  who  returned  it 
with  a  vigorous  veto  message  in  wliich  he  noted  tlie  follow- 
ing objections  to  tlie  measure:  (1)  The  bill  should  have 
provided  that  a  definite  minimum  amount  of  gold  and  silver 
l)e  ke])t  on  hand  for  tlie  redemption  of  notes.  (2)  Instead 
of  a  mere  double  liability  provision  the  measure  should 
have  required  tliat  every  stockholder  be  liable  to  the  full 
amount  of  his  private  property.  (3)  A  bond  was  a  mere 
evidence  of  indebtedness  itself  and  was  not  a  proper  basis 
for  the  creation  of  further  evidences  of  indebtedness.  If 
a  bond  were  wortli  its  face  value  in  gold  then  why  not  per- 
mit the  banks  to  deposit  tlie  gold  itself  as  security  for  their 
notes  instead  of  resorting  to  a  roundabout  metliod  which 
amounted  to  the  same  thing?  On  the  otlier  hand  if  the 
brands  were  not  as  good  as  gold,  then  they  did  not  provide 
adecpiate  sccurily  for  llic  nol(»s.  ft)  A  bank  couhl  incorpo- 
rate under  the  {jrovisions  of  this  bill  and  instead  of  issuing 
nol(»s  based  upon  securities  could  act  as  the  agent  for  si)nie 
foreign  ''wild  cat"  enterprise.  (5)  The  New  York  system 
U])on  which  the  Illinois  banking  law  was  modeled  could  not 
be  ]irononnce(l  a  success  since  it  had  not  yet  been  calhMl 
upon  to  weather  a  severe  crisis."'' 

The  sanu'  influences,  howcMcr,  which  had  forced  the 
original  passage  of  tlie  act  again  prevailed  and  it  was  re- 
])ass(>(l  ovei'  the  governor's  veto.'''-  It  was  now  necessary 
that  the  nieasni-e  should  receive  the  a])proval  of  the  voters 
at  a  genei'al  eliM-tion  before  it  conhl  became  elTective.     The 

-^Laus  of  Illinois,  1851,  pp.   16,^  ft.,  Scctimi  34. 
^"Ibid..  Section  38. 

^^Rcports  of  Session   (  H.  of  R.).  1851,  p.  493. 
^-Chicago  Daily  Democrat,  February  22,  1851. 
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next  general  election  would  bare  occurred  in  November, 
1852,  but  tlie  legislature  deprived  all  tbe  count}'  treasurers 
of  their  offices  and  provided  that  their  successors  should 
be  elected  in  1851.  This  change  in  the  law  made  it  possible 
to  submit  the  measure  a  year  earlier.""  In  spite  of  the 
light  vote  and  the  hostility  of  the  Democratic  newspapers, 
the  law  was  adopted  by  a  substantial  majority.''^ 

Although  the  system  provided  was  an  improvement 
over  the  chaotic  conditions  of  the  past,  there  was  ample 
room  for  abuses  to  creep  in  and  the  experience  of  subse- 
quent years  shows  that  unscrupulous  persons  made  the 
most  of  these  defects  in  the  law.  Banks  could  issue  an  un- 
limited amount  of  currency  without  reference  to  the  needs 
of  the  community  so  long  as  the  requisite  amount  of  securi- 
ties was  deposited  with  the  auditor.  The  place  of  issue 
named  on  the  notes  could  be  located  in  the  most  inaccessible 
portion  of  the  state  and  the  notes  circulated  as  far  as  possi- 
ble from  it.  Finally,  there  was  no  i:»rovision  nmde  for  the 
actual  payment  of  a  dollar  of  tlie  fifty  thousand  dollars' 
worth  of  capital  stock  prescribed  as  a  minimum. 

Notwithstanding  the  ease  with  wliich  bonds  could  be 
obtained  and  circulating  notes  received  there  was  not  a 
single  application  filed  with  the  auditor  for  several  months 
after  the  passage  of  the  act,  a  fact  which  led  the  editor  of 
the  Chicago  Democrat,  an  opponent  of  the  system,  to  boast 
that  the  law  would  soon  become  a  dead  letter."^-^  The  aud- 
itor had  signified  his  willingness  to  issue  bank  notes  to  the 
full  value  of  any  six  per  cent  bonds  of  the  United  t^tates 
or  the  states  of  New  York,  Ohio,  Kentucky  and  Virginia, 
none  of  which  was  quoted  at  less  than  100  on  tlie  New 
York  stock  market.  He  also  offered  to  receive  Illinois 
securities  at  eighty  per  cent  of  their  market  price.'*"  It  was 
the  stringency  of  these  bond  deposit  provisions  of  the  act 


^^Lazi's  of  Illinois,  1851,  p.  144. 
^*Memoirs  of  Gustave  Koerncr,  i,  564. 
^^Chicago  Daily  Democrat,  January  28,  1852. 

^^Thompson's  Bank  Note  Reporter,  quoted  in  the   Chicago   Tribune, 
February  13,  1852. 
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which  discouraged  the  formation  of  banking  associations 
by  even  those  bankers  who  had  favored  the  passage  of  the 
general  law.^' 

During  the  course  of  the  year  1852,  however,  seventeen 
banks  were  organized  in  various  parts  of  the  state  and 
deposited  bonds  witli  a  market  value  of  |1,649,100,  in  re- 
turn for  Avhich  they  were  permitted  to  receive  |1,142,544.83 
in  notes.  Of  this  amount,  $1,129,622  was  actually  in  cir- 
culation at  the  close  of  the  year,^^  In  the  case  of  several 
of  tlie  new  associations  the  business  of  a  private  firm  was 
taken  over  and  the  lawful  bank  notes  substituted  for  illegal 
issues."'^  On  the  other  hand,  some  of  the  private  bankers 
Avere  so  audacious  as  to  issue  "sliin  plasters''  with  which 
to  buy  bonds  for  the  purpose  of  obtaining  lawful  currency 
from  the  auditor.  In  fact,  several  Chicago  institutions 
after  becoming  incorporated  are  said  to  have  prepared  an 
issue  of  illegal  notes  exactly  like  their  legal  issue  and  to 
liave  paid  out  the  two  kinds  indiscriminately.^^ 

Tlie  law  a1)iding  bankers  were  determined  to  rid  the 
state  of  illegal  currency,  but  met  with  little  success  in  their 
efforts  to  discredit  such  universally  acceptable  paper  as 
tliat  of  George  Smitli.  jMoreover,  the  law  compelled  them 
to  redeem  their  notes  at  par  while  Smith  continued  to 
charge  a  one  per  cent  premium  for  gold.  Consequently, 
Smith's  paper  continued  to  circulate  without  interruption 
while  tlie  notes  of  the  incorporated  banks  were  constantly 
]n'esented  for  redenij)!  ion'.  At  length  the  incorporated 
banking  associations  appealed  to  the  courts  (December, 
1852)  and  secured  indictnumts  against  six  banks  a^nd 
George  Smith's  firm,  the  Wisconsin  Marine  ami  Fire  Insur- 
ance Company.^  ^  The  cases  dragged  through  the  courts 
and  were  eventually  abandoned  but  the  etTorts  of  the  bank- 
ing associations  in  another  quarter  were  more  successful. 

^"Bross,  History  of  Chicago,  42. 

^^Bicnuial  Rct^ort  of  the  Auditor  of  Public  Accounts,  1853,  p.  24. 
^^Andreas,  History  of  Chicago,  i,  534. 
*^Chicago  Democrat,  May  2,  1852.  September  3,  1852. 
^^Ibid..  December  25,  1852.    This  effort  to  stamp  out  illegal  note  issue 
was  known  as  "the  bank  war." 
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When  the  legislature  met  in  1853  pressure  was  brought 
to  bear  both  by  the  stock  bankers  and  the  auditor  to  secure 
an  amendment  to  the  banking  act  which  would  protect 
legitimate  note  issues.^-  At  the  same  time,  however,  Gov- 
ernor French  in  his  farewell  message  pronounced  the  law  a 
failui'e  in  that  instead  of  ridding  the  state  of  "wild  cat'' 
currency  it  seemed  to  foster  a  spirit  of  law  breaking.  He 
did  not,  however,  urge  the  repeal  of  the  act,  but  recom- 
mended that  the  defects  in  the  system  be  corrected.^^  In  his 
inaugural  address  Governor  Matteson  joined  with  the  aud- 
itor and  the  stock  bankers  in  asking  for  legislation  which 
would  give  the  banking  associations  who  tried  to  obey  the 
law  adequate  protection  against  unauthorized  note  issues."*^ 
The  legislature  fell  short  of  correcting  all  the  defects 
in  the  original  bank  law,  but  the  supplementary  act  of  1853 
was  passed  which  afforded  some  relief  to  legitimate  bank- 
ing. The  following  are  the  principal  provisions  of  the  act : 
No  certificate  of  incorporation  could  be  issued  until  at 
least  150,000  in  bonds  had  actually  been  placed  in  the 
auditors  hands  and  if  the  amount  of  deposit  should  fall 
below  $50,000  the  bank  ipso  facto  forfeited  its  charter.  A 
heavy  penalty  was  provided  for  the  issue  within  the  state 
of  anything  designed  to  pass  as  money,  other  than  the  bills 
authorized  by  the  general  banking  law.  Foreign  notes  were 
not  allowed  to  be  circulated  unless  they  were  of  a  denom- 
ination of  five  dollars  or  more  and  were  issued  by  a  regu- 
larly authorized  specie  paying  bank  of  a  state,  territory 
or  Canadian  province."*''  The  last  named  portion  of  the 
act  was  not  taken  seriously,  although  proceedings  were 
instituted  against  offenders  in  various  parts  of  the  st-ate. 
The  high  premium  on  silver  coins  after  1831  made  it  neces- 
sary to  have  a  large  amount  of  small  bills  to  take  their 
place  and  merchants  and  bankers  continued  to  make  use 
of  foreign  small  notes  in  spite  of  the  hea^y  penalty  in- 

*'-Reports  of  Scssioti  (Senate),  1853,  p.  33- 
^^Senate  Journal,  1853,  p.  14. 
^'''Reports  of  Session  (Senate),  1853,  p.  23. 
^^Laws  of  Illinois,  1853,  p.  38. 
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volvcd.  Moreover,  wlieii  a  note  holder  turned  a  small  note 
from  another  state  over  to  a  bank  for  collection  he  was 
compelled  to  submit  to  a  charge  for  this  service  so  that 
most  persons  continued  to  use  the  notes  and  run  the  risk  of 
prosecution.^" 

As  a  result  of  the  co-operation  of  the  l>oard  of  Brokers 
of  New  York  City  with  similar  organizations  in  St.  Louis 
and  Chicago  the  provision  of  the  act  of  1853  against 
unauthorized  domestic  note  issues  was  very  effectively  en- 
forced. The  Wisconsin  Marine  and  Fire  Insurance  ("om- 
pan^^  and  similar  institutions  gave  u])  the  tight  and  with- 
drew their  notes  from  circulation.^'  The  currency  of  the 
stock  banks  came  into  more  general  use  and  for  a  brief  time 
enjoyed  a  good  reputation  both  at  home  and  on  AVall  Street, 
where  it  was  accepted  at  a  discount  of  but  three-fourths  of 
one  per  cent.^'** 

At  the  time  of  the  bank  commissioners'  report  for  Ma}', 
1854,  thirty-one  banks  had  been  organized,  with  an  author- 
ized capital  of  seventeen  millions  and  securities  in  the 
auditor's  hands  valued  at  |2, 650,987. (52.  Of  this  amount, 
fl,844,500  worth  consisted  of  the  bonds  of  Virginia,  Geor- 
gia, ^lissouri,  Ohio,  AVisconsin,  Kentucky  and  Tennessee, 
all  of  which  states  i)aid  six  per  cent  interest  regularly.  On 
these  bonds,  notes  were  issued  u])  to  tlie  full  par  value. 
The  r(Miiaiuder  of  tlu^  deposits  was  made  u\)  of  California 
bonds  (pioied  at  eiglity  cents  on  the  dollar,  on  which  liie 
auditor  issued  notes  at  llie  rate  of  fifty  cents  on  the  dollar, 
and  of  Illinois  securities  of  various  kinds  and  values,  on 
which  notes  were  issued  to  the  extent  of  eighty  per  cent  of 
the  New  York  stock  market  (luotation.  As  far  as  evidences 
of  state  indebtedness  could  be  considered  a  sutlficient  secur- 
ity for  bank  note  circulation  the  issues  of  the  Illinois  banks 
seemed  to  be  ani])ly  protected.     In  fact,  with  the  ra])id  im- 

*''''Chica()o  Diviiocmt  (weekly'),  August  6,  1853;  Bankers  Magazine,  ix, 
102. 

*'Ihid.,  vii.  846. 

*'*Thonit^son's  Bank  Xotc  Reporter,  quoted  by  Chicago  Democrat 
(weekly),  April  2,  1853;  Clark's  Counterfeit  Detector,  quoted  by  Bankers 
Magazine,  vii.  846;  Xciv  York  Herald,  cited  in  ibid.,  739. 
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provement  in  the  credit  of  the  state  there  was  no  longer 
any  reason  for  the  discrimination  against  Illinois  securi- 
ties. 

In  lieu  of  the  regular  tax  assessments  the  stock  banks 
<\'ere  assessed  hj  the  bank  commissioners  upon  loans,  dis 
counts  and  bond  deposits.  When  the  commissioners  called 
upon  the  banks  for  a  statement  as  to  the  amount  of  these 
items,  but  nine  of  the  banks  made  any  return  at  all  upon 
loans  and  di?;couuts,  the  rest  reporting  merely  the  minimum 
of  fifty  thousand  dollars  in  bonds  required  for  incorporii- 
tion.  This  singular  state  of  affairs  was  due  to  the  fact  tliat 
the  latter  banks  as  such  were  not  doing  a  loan  and  discount 
business  at  all.  Tliey  were  incorporated  in  order  to  secure 
the  right  to  issue  notes  and  then  loaned  tlie  entire  issue 
as  private  brokers  and  not  as  banking  associations.  In 
this  way  the  seven  per  cent  maximum  interest  rate  could  be 
exceeded  and  the  tax  upon  loans  and  discounts  evaded.  In 
fact,  a  sort  of  an  endless  chain  could  be  started  by  first 
obtaining  bonds,  next,  procuring  notes  with  them,  next, 
obtaining  more  bonds  with  the  notes,  and  so  on  as  long  as 
the  association's  ability  to  keep  its  notes  in  circulation 
permitted  the  process  to  continue.  That  this  practice, 
liowever,  did  not  as  yet  prevail  to  any  considerable  degree 
is  evidenced  by  the  fact  that  but  few  of  the  banks  had  de- 
posited more  tlian  tlie  minimum  amount  of  securities.^'* 

The  commissioners  reported  that  the  notes  of  foreign 
banks  continued  to  furnish  almost  seventy  per  cent  of  tlif 
entire  volume  of  paper  in  circulation  in  Illinois,  in  sj)ile  of 
the  increased  issues  of  the  stock  banks.  This  situation  llifv 
accounted  for  in  two  ways:  (1)  Some  Illinois  bankers  had 
put  their  paper  into  circulation  outside  of  the  state  in  order 
to  postpone  the  necessity  of  redeeming  it;  (2)  The  amount 
of  notes  which  the  stock  banks  found  it  profitable  to  issue 
fell  far  sliort  of  the  total  demand  for  money.'" 

Notwitlistanding  the  ease  witli  which  a  banking  asso- 
ciation could  be  formed,  tlie  efficient  supervision  of  the  aud- 


^^Report  of  Bank  Commissioners,  in  Bankers  Magazine,  ix,  102  ff. 
■'''Ibid. 
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itor  in  connection  with  the  character  of  securities  offered 
limited  the  number  of  applications  for  charters  and  in- 
spired public  confidence  in  the  system.  During  the  summer 
of  1854,  however,  the  stock  banks  received  their 
first  shock,  which  was  caused  b}'  a  panic  of  short  duration 
but  characterized  as  the  worst  since  1837.  The  trouble  w^as 
precipitated  by  a  too  heavy  drain  upon  the  money  market 
due  to  extensive  railroad  construction  in  the  Middle  West. 
The  crisis  spread  to  the  stock  market,  with  the  result  that 
Virginia  and  Missouri  bonds,  which  formed  the  larger 
part  of  the  securities  deposited  by  the  Illinois  banks,  fell 
to  ninety-five  and  ninety-three  cents  on  the  dollar,  respect- 
ively. Suddenly  a  feeling  of  distrust  seized  the  holders  of 
Illinois  currency  and  as  a  result  large  amounts  of  it  were 
presented  for  redemption.  The  banks  were  wholly  unpre- 
pared to  meet  their  obligations  and  a  number  were  com- 
pelled to  suspend  specie  payments.^^  The  bank  commis- 
sioners sought  to  allay  the  feeling  against  the  stock  bank 
notes  by  assuring  the  note  holders  that  every  bill  was  amply 
secured  and  that  no  one  need  sustain  any  loss.  The  process 
of  waiting  for  the  auditor  to  dispose  of  securities  in  New 
York  and  tlien  call  in  the  bills  for  redemption  was  too  se- 
vere a  tax  upon  tlie  patience  and  comprehension  of  many 
persons,  who  dis])osed  of  tlieir  notes  to  brokers  at  a  liea^y 
discount.'^^ 

In  tlieir  report  for  January,  1855,  the  bank  commission- 
ers indicated  to  the  legislature  the  necessity  of  eliminating 
at  least  two  weak  ])oints  in  the  general  banking  law:  (1) 
The  abolition  of  the  seven  per  cent  maximum  interest  rate, 
so  that  the  banks  would  be  induced  to  carry  on  their  busi- 
ness in  a  regular  and  legal  manner;  (2)  The  requirement 
that  a  definite  minimum  amount  of  specie  be  kept  on  hand 
for  purposes  of  note  redemption,''''  The  legislature,  how- 
ever, made  but  one  slight  change  in  the  banking  law  of  1851 
and  that  had  to  do  with  facilitating  the  retirement  of  the 

^^Bankers  Magazine,  ix,  493. 

"^^Report  of  Bank  Commissioners,  in  Bankers  Magazine,  ix,  751. 
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notes  of  banks  in  liquidation.  Any  association  wliicli  was 
about  to  retire  its  notes  and  wind  up  its  affairs  was  re- 
quired to  certify  this  fact  to  the  auditor.  It  was  then  en- 
titled to  receive  from  him  a  proper  proportion  of  its  securi- 
ties in  return  for  every  |1000  package  of  notes  forwarded 
to  him.  If  the  association  desired  to  go  out  of  business 
before  all  its  notes  were  redeemed  it  must  deposit  with  the 
auditor  suflflcient  specie  to  cover  all  the  outstanding  issue.^^ 

The  auditor's  report  for  the  biennium  ending  Novem- 
ber 30, 1854,  showed  that  the  banks  had  made  a  fairly  good 
recovery  from  the  effects  of  the  panic.  Three  of  them  had 
closed  their  doors  permanently,  while  five  of  the  remaining 
thirty-two  institutions  were  still  in  a  state  of  suspension 
l)ut  had  not  yet  been  forced  into  liquidation.  The  total 
circulation  then  outstanding  amounted  to  |2,G49,341,  as 
security  for  which  there  were  on  deposit  state  bonds  valued 
at  |3,lVo,529.55. 

The  five  banks  which  had  not  yet  resumed  specie  pay- 
ments were  notified  that  if  they  did  not  do  so  within 
sixteen  days  after  the  passage  of  the  supplementary  act  of 
1855  their  portion  of  the  securities  on  deposit  would  be 
sold  by  the  auditor  and  their  notes  redeemed  at  his  office. 
They  were  unable  to  comply  with  the  notice  and  were 
compelled  to  close  their  doors.'^^ 

The  number  of  banks  and  the  amount  of  notes  out- 
standing continued  to  increase  until  in  1856  there  was  a 
total  of  16,480,873  outstanding,  an  increase  of  fifty  per  cent 
over  1854.^*^  In  spite  of  this  fact,  the  Illinois  stock  bank 
notes  formed  the  minor  part  of  the  circulating  medium  of 
the  state.  As  an  illustration  of  the  varied  character  of  the 
money  in  use  in  Illinois  in  1855-56,  Andreas  cites  the  case 
of  a  conductor  on  the  Chicago,  Burlington  and  Quincy 
Railroad  who  on  collecting  $203  from  his  passengers  re- 
ceived the  notes  of  twenty-three  different  banks.  Of  this 
>amount,  all  but  $21  was  the  issue   of  banks  outside  of 

^'^Laws  of  Illinois,  1855,  p.  32. 

^^Bankers  Magazine,  ix,  822. 

^^Reports  of  Session  (Senate),  1857,  p.  139. 
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Illinois,  |115,  or  more  than  half,  being  the  notes  of  Geor- 
gia banks.^' 

The  predominance  of  Georgia  paper  was  not  a  mere 
accident,  but  was  due  to  the  fact  that  several  banks  in  that 
state  were  owned  by  citizens  of  Chicago.  After  the  passage 
of  the  act  of  1853,  and  the  successful  campaign  against 
illegal  note  issue,  George  Smith  had  opened  two  banks  in 
Georgia  for  the  sole  i)urp()se  of  furnishing  notes  for  circu- 
lation in  the  territory  tributary  to  Chicago,  unhampered 
by  bond  deposit  restrictions.""^  In  like  manner  Preston  and 
Company-  of  Chicago  issued  from  their  office  in  that  city 
the  notes  of  their  bank  at  Dalton,  Georgia.  Both  the 
Smith  and  the  Preston  notes  were  in  great  demand,  being- 
convertible  into  eastern  exchange  at  three-fourths  of  one 
per  cent  and  into  gold  at  one  per  cent  upon  being  presented 
at  the  Cliicago  (Offices  of  the  banks.^'^  The  stock  bankers 
of  Chicago  did  all  in  their  power  to  drive  the  Georgia  banks 
out  of  existence.  At  one  time  they  kept  up  a  continuous 
run  for  four  months  and  presented  a  total  of  two  million 
dollars  for  redemption.  On  another  occasion  Elihu  B. 
Wasliburne  was  sent  to  Georgia  with  a  large  quantity  of 
notes,  for  the  purpose  of  driving  the  Smith  banks  out  of 
business,  but  they  succeeded  in  redeeming  the  whole 
amount  presented.*^^  Unfortunately  there  was  much  paper 
issued  in  the  South  which  was  not  so  easily  redeemable. 
The  fact  tliat  the  Smith  paper  bore  so  good  a  reputation 
encouraged  the  issue  of  'Svild  cat"  imitations  of  it.  The 
business  men  of  Chicago,  being  the  worst  sufferers  from 
tlie  notes,  united  in  an  ap])eal  to  the  banks  to  stoj)  handling 
Georgia  pa])er  of  all  kinds.  Some  of  the  banks  agreed  to 
co-operate  in  tlie  matter  but  the  rest  were  too  heavily 
involved  in  one  way  or  anotlier  to  admit  of  their  doing 
likewise,"^     By  1858,  liowever,  tlie  business  of  issuing  and 

•'"Andreas,  History  of  Chicago,  i,  547. 

^^Andreas  gives  a  detailed  account  of  George  Smith's  various  activi- 
ties; see  i,  547,  ii,  617  ct  passii)i. 

^^Chicago  Daily  Democratic  Press,  January  6,   1856. 
•'"Andreas,  History  of  Chicago,  ii,  617. 
^'^Ibid.,  i,  546;  Bankers  Magazine,  ix,  572. 
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lending  notes  bad  ceased  to  yield  the  large  returns  of  for- 
mer days  and  Smith  retired  his  large  Georgia  issues  and 
returned  to  Scotland. 

Agencies  similar  to  those  maintained  in  Chicago  were 
maintained  by  several  Nebraska  banks  in  Galesburg,  Pe- 
oria, Macomb  and  other  cities  and  villages,  the  difference 
being  that  the  western  currency  was  wholly  unreliable.  A 
favorite  scheme  of  these  frontier  institutions  was  to  per- 
suade a  number  of  persons  in  Illinois  to  take  stock  in  the 
enterprise  and  thereby  obtain  the  right  to  a  certain  amount 
of  its  bank  notes.  These  notes  the  stockholder  could  use 
as  he  saAV  fit,  but  he  became  personally  liable  for  tlieir 
redemption.  For  a  time  the  various  stockholders,  hj  agree- 
ing to  circulate  one  another's  notes,  succeeded  in  keeping 
them  in  circulation,  but  the  crisis  of  1857  put  an  end  to 
"Brownville,''  "Platte  Valley,"'  "^'Nehama  Valley"  and  other 
similar  "wild  cat"  issues  and  left  a  number  of  hitlierto 
prosperous  Illinois  farmers  and  merchants  the  wiser  and 
poorer  for  the  experience  they  had  had.'^- 

In  his  report  for  November  30,  1856,  the  auditor  stated 
that  since  the  passage  of  tlie  amendment  of  1855  recjuiring 
banks  to  file  notice  of  their  intention  to  retire  from  busi- 
ness, nine  banks  had  taken  such  action.  Three  of  tliem  had 
done  so  of  their  oaaii  free  will  and  had  retired  their  notes, 
or  deposited  with  the  auditor  sufficient  specie  for  theii; 
redemption.  The  rest  had  been  forced  to  go  out  of  business 
for  failing  to  redeem  tJieir  notes.  The  16,500,000  in  out- 
standing notes  was  secured  by  bonds  with  a  ])ar  value  of 
17,645,590.24  and  an  estimated  cash  value  of  |6,063,389. 
The  system  had  been  in  operation  for  five  years  and  up  to 
that  time  the  bonds  in  tlie  auditor's  possession  had  proved 
to  be  more  than  adequate  for  the  redemption  of  the  out- 
standing notes.*^"  However,  the  new  governor,  ]Mr.  Bissell, 
did  not  believe  that  this  sliowing  was  any  criterion  as  to 
the  future  of  the  stock  banks.    He  granted  tliat  thus  far  tlie 

''-Gale  and   Gale,  History  of  Knox  County.  678;   Clarke,  History  of 
McDonoiigh  County,  i6i  ;  Rice,  History  of  Peoria  County,  i,  448. 
^^Re ports  of  Session  (Senate),  1857,  P-  5o. 
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system  had  come  up  to  all  reasonable  expectations  but  he 
expressed  the  fear  lest  in  time  of  great  financial  distress, 
the  holders  of  notes  would  suffer  a  heavy  loss.^^ 

More  than  two-thirds  of  the  notes  of  the  Illinois  banks 
were  secured  by  Missouri  state  bonds  and  the  fact  that  that 
state  was  suffering  from  an  internal  improvement  mania 
similar  to  the  one  which  seized  the  State  of  Illinois  about 
twenty  years  before  caused  considerable  alarm.  The  pub- 
lic debt  of  Missouri  already  exceeded  nineteen  millions  and 
the  legislature  was  contemplating  an  additional  bond  issue 
of  several  millions,  an  act  which  would  inevitably  bring 
about  a  marked  decline  in  tlie  value  of  the  securities 
already  outstanding.*'-^  Moreover,  in  addition  to  this 
threatened  danger  to  the  stock  banking  system,  several  of 
the  influences  which  led  to  the  commercial  disasters  of  the 
year  1857  and  1858  were  already  in  evidence.  B}^  Febru- 
ary, 1857,  five  of  the  downstate  banks  were  in  so  precarious 
a  condition  from  over-expansion  of  loans  and  discounts 
that  Chicago  and  St.  Louis  brokers  flatly  refused  to  accept 
their  notes.  A  period  of  prosperity  and  expansion  of  busi- 
ness activities  had  led  to  excessive  issues  of  notes  and  too 
little  scrutiny  of  tlie  security  offered  by  borrowers.*'*' 
Nearly  all  tlie  stock  banks  hastened  to  retire  a  part  of  their 
note  issue  in  order  to  fortify  themselves  against  the 
a|)pr()aching  storm.  As  a  result  of  tlieir  action,  the  out- 
standing circulation  was  reduced  from  10,480,000  on  Janu- 
ary 1,  to  Jif^5,500,000  on  Marcli  24,  1857.*'' 

Tlie  legislature,  then  in  session,  corrected  some  more 
of  the  defects  in  the  banking  law  by  enacting  the  amend- 
ment of  February  14,  1857.  It  was  specified  that  every 
incorporated  banking  house  must  do  business  solely  in  the 
name  of  the  bank  and  at  the  place  named  on  its  notes  and 
in  the  certificate  of  organization.  The  practice  of  locating 
banks  in  inaccessible  spots  was  forbidden  by  a  clause 
requiring  that  the  office  of  a  bank  must  be  situated  in  a 

^^Rcports  of  Session    (Senate),   1857,  p.  20. 
^''Illinois  State  Journal,  January  19,  20,  1857. 
^^Bankers  Magazine,  xi,  622,  827. 
^''Illinois  State  Journal,  March  25,  1857. 
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settlement  containing  not  less  than  two  hundred  persons. 
This  provision  was  aimed  at  such  institutions  as  the  Bank 
of  Southern  Illinois  whicli  had  been  established  at  Bolton, 
a  town  containing  but  one  family  and  located  in  an  out 
of  the  way  part  of  Williamson  County.  Banks  of  this 
kind  issued  their  notes  in  more  populous  parts  of  the  state 
with  the  assurance  that  few  persons  would  ever  take  the 
pains  to  present  them  at  the  bank  for  redemption.*'^  The 
act  also  definitely  prohibited  the  practice  of  "wearing  out'' 
persons  presenting  notes  for  redemption.  Some  banks  in 
order  to  discourage  the  return  of  their  notes  in  any  con- 
siderable quantity  compelled  the  note  holder  to  present  his 
bills  one  at  a  time  and  received  payment  in  snuill  change. 
Thereafter,  if  a  person  presenting  a  note  for  redemption 
were  accorded  such  treatment,  he  could  have  the  notes 
"protested"  by  a  notary  and  mail  it  to  the  auditor  who  was 
required  to  place  the  bank  in  liquidation  if  it  refused  to 
make  full  payment  to  the  noteholder  within  ten  days.  The 
practice  of  starting  a  stock  bank  by  merely  borrowing  the 
requisite  amount  of  securities  and  paying  for  them  with 
the  notes  received  in  exchange  for  them  was  brought  to  an 
end  by  a  provision  that  no  more  charters  were  to  be  granted 
until  the  auditor  had  been  convinced  that  there  had  been 
paid  into  the  bank  a  l)ona  fide  cash  capital  of  fifty  thousand 
dollars.  As  an  encouragement  to  legitimate  banking  the 
legal  rate  of  interest  that  might  be  charged  by  stock  banks 
was  increased  from  seven  to  ten  per  cent.  Finally,  the 
amendment  put  the  bonds  of  Illinois  and  those  of  other 
states  which  paid  six  per  cent  interest  regularly  upon  tlie 
same  footing.  Thereafter  notes  would  be  issued  up  to 
ninety  per  cent  of  the  actual  market  value  of  any  stock 
placed  on  deposit.  This  provision,  while  it  increased  ma- 
terially the  margin  of  security  behind  the  notes  of  banks 
depositing  the  bonds  of  other  states,  at  the  same  time 
removed  the  unreasonable  discrimination  which  luul 
existed  against  the  securities  of  Illinois.*"'^ 

^^Cairo  Gazette,  quoted  in  Illinois  State  Journal.  December  24,  1857. 
^^Lazc's  of  Illinois,  1857,  p.  23. 
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At  tlie  same  session  of  the  legislature  an  act  was  passed 
for  the  purpose  of  facilitating-  the  settlement  of  affairs  of 
defunct  banks.  Thereafter,  if  the  note  holders  and  other 
creditors  of  an  insolvent  bank  did  not  present  their  claims 
within  three  years  tlie  bank  was  released  from  further 
obligation.'*^ 

Salutary  as  the  amendments  to  the  banking  law  were, 
they  were  of  no  avail  in  warding  off  the  panic  wliicli  spread 
westward  in  the  spring  and  summer  of  1857.  The  period 
of  six  years  during  which  the  stock  banking  system  had 
been  in  operation  Imd  been  one  of  remarkable  development 
for  the  State  of  Illinois.  Taxable  wealth  had  increased 
almost  three  fold;  a  number  of  important  railways  had 
been  constructed,  money  was  plentiful  and  land  values 
were  highly  inflated.  The  reaction  had  now  set  in  in 
earnest  and  the  Chicago  bankers  tried  to  prevent  a  collapse 
of  the  banking  system  by  agreeing  to  receive  the  notes  of 
Illinois  banks  at  par  even  though  during  the  period  from 
September,  1857,  to  March,  1858,  the  price  of  eastern 
exchange  in  terms  of  Illinois  paper  was  never  less  than  two 
per  cent.  In  fact,  in  October,  1857,  it  reached  a  maximum 
of  ten  per  cent.'^^ 

As  the  situation  in  the  New  York  stock  market  be- 
came more  acute,  state  bonds  began  to  decline  with  such 
ra])idity  that  the  Illinois  auditor  was  compelled  on  May  8, 
1857,  to  call  upon  practically  every  bank  for  additional 
securities  amounting  to  from  two  to  six  per  cent  of  their 
capital.'^^  On  July  5,  the  bank  commissioners  announced 
that  there  was  no  need  foi'  ahu'm  since  the  notes  in  circu- 
lation amounting  to  15,535,000  were  secured  by  over  six 
million  dollars  worth  of  bonds,  and  all  but  two  of  the  banks 
had  c()m])lied  with  tlie  re(]uest  for  more  securities.  One 
of  the  two  delinquents,  the  People's  Bank  of  Carmi,  had 
,fl27,500  worth  of  bonds  Avith  whicli  to  redeem  |110,300, 
but  the  note  holders  of  the  Stock  Security  Bank  of  Danville 
were  not  so  fortunate,  its  securities  having  depreciated  so 

~'^Laivs  of  Illinois,  1857,  p.  220. 
'^Chicago  Tribune.  January  i,  1861. 

'-Illinois   State  Journal,  May  9,  June   25,    1857;   Reports  of  Session, 
1859,  p.   193. 
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rapidly  that  the  holders  of  its  notes  received  but  eighty- 
eight  and  a  fourth  cents  on  the  dollar.  This  was  the  first 
instance  in  the  history  of  the  stock  bank  system  of  Illinois 
where  the  proceeds  from  the  sale  of  bonds  on  deposit  had 
not  been  adequate  to  reimburse  the  holders  of  notes,  dollar 
for  dollar."^  ^ 

The  value  of  securities  continuing  to  decline,  the  com- 
missioners called  upon  twenty-seven  banks  for  still  further 
bond  deposits  to  be  made  within  the  next  ninety  days. 
This  action  evoked  a  vigorous  protest  on  the  part  of  bank- 
ers and  merchants  and  pressure  ^^■as  brought  to  bear  upon 
the  commission  to  secure  an  extension  of  time,  but  the 
members  by  a  vote  of  two  to  one  decided  to  adhere  to  the 
terms  of  the  original  bill.  At  the  expiration  of  the  ninety 
day  period,  all  but  three  of  the  banks  had  reduced  their 
circulation  within  the  legal  limit  or  had  deposited  a  suf- 
ficient amount  of  additional  securities.  The  bonds  of  the 
three  delinquent  institutions  were  promptly  sold  and  a 
suflhcient  amount  of  specie  obtained  for  them  to  enable  the 
auditor  to  redeem  the  outstanding  notes  in  full.'^  Had  the 
rest  of  the  banks  failed  to  readjust  their  bond  deposits  or 
circulation,  the  auditor  would  have  been  compelled  to 
dump  upon  the  market  at  a  most  inopportune  time  over 
four  and  a  half  millions  in  securities,  |2,T38,000  worth  of 
which  was  issued  by  the  State  of  ^Missouri  whose  credit  was 
now  almost  ruined.  In  addition  to  voting  extravagant 
loans  the  Missouri  legislature  now  threatened  to  adjourn 
without  providing  for  the  interest  payment  on  the  enor- 
mous state  debt,  a  proceeding  which  would  have  sealed  the 
doom  of  the  Illinois  banking  system.  Fortunately,  the 
threat  was  not  carried  out  and  Missouri  bonds,  for  the  time 
being,  ceased  their  rapid  decline  in  value.'^"^ 

Meanwhile  the  merchants  of  St.  Louis  became  alarmed 
at  the  frequent  and  extensive  demands  made  upon  the 
Illinois  banks  for  additional  securities  and  voted  to  reject 
all  the  Illinois  currency  offered  at  their  counters.  Since 
a  large  part  of  the  state  was  tributary  to  that  city  the 

'^^'Reports  of  Session,  1859,  p.  193;  Bankers  Magazine,  xii,  239. 

''^Reports  of  Session,  1857,  p.  193. 

''''State  Journal,  October  12,  1857;  November  19,   1857. 
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effect  of  siieli  action  was  quite  as  serious  as  if  it  had  been 
taken  by  a  group  of  Illinois  merchants.  One  of  the  bank 
commissioners  hastened  to  St.  Louis  and  explained  to  a 
gathering  of  business  men  the  character  of  the  Illinois 
system  and  the  exact  condition  of  the  banks  at  that  time. 
This  action,  together  with  the  influence  of  the  more  con- 
servative newspapers  of  St.  Louis  brought  a  restoration  of 
confidence  and  in  a  few  days  the  paper  of  Illinois  banks 
was  again  accepted  by  the  merchants  and  bankers  of  that 
city.''^'^  The  latter  agreed  to  furnish  specie  for  Illinois  cur- 
rency at  the  rate  of  ninety  to  ninety-five  cents  on  the  dol- 
lar. During  the  few  days  when  Illinois  paper  was  dis- 
credited, St.  Louis  "note  shavers"  reaped  a  harvest  by 
buying  up  the  notes  from  the  i^ublic  at  from  ten  to  fifteen 
per  cent  discount.'^''^ 

By  January  1,  1858,  the  Illinois  banks  had  made  a 
fairly  complete  recovery  from  the  crisis.  Only  a  small 
number  of  them  had  been  compelled  to  go  into  liquidation, 
although  the  failures  in  other  lines  of  business,  especially 
in  Chicago,  had  been  very  extensive.  In  that  city  business 
was  for  a  time  completely  paralyzed,  speculators  were 
ruined  and  the  progTess  of  the  city  retarded  for  two  years. 
The  rest  of  the  state  had  not  been  so  seriously  affected  by 
the  crisis,  there  being  but  199  failures  out  of  11,459  busi- 
ness enterprises,  whereas  in  Chicago  117  out  of  1,350  estab- 
lishments had  failed,"^ ^  By  April,  1858,  eastern  exchange 
could  be  had  for  one  and  one-half  per  cent  premium  and 
the  protesting  of  Illinois  currency  had  fallen  off  materially. 
Everything  pointed  to  a  rapid  return  to  normal  condi- 
tions.'^^ 

Unfortunately  tlie  adverse  weather  conditions  of  the 
summer  of  1858  left  the  Illinois  farmer  with  a  short  grain 
crop  of  most  inferior  quality.^^    As  a  result  there  ensued 

''^St.  Louis  Democrat,  quoted  by  Illinois  State  Journal,  October  21,  1857. 

''''St.  Louis  Intelligencer,  October  23,  1857,  quoted  by  ibid.  St.  Louis 
Democrat,  November  2,  1857,  quoted  by  ibid.  Illinois  State  Journal,  Oc- 
tober 21,  November  9,  1857. 

''^Bankers  Magazine,  xii,  681. 

"'^Illinois  State  Journal,  April  27,  1858. 

^^Chicago  Tribune,  January  i,  1861. 
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a  depression  in  the  down  state  portion  of  Illinois  more 
severe  than  that  of  the  year  before.  The  banks,  however, 
were  doing  business  on  a  much  more  conservative  basis 
and  were  not  seriously  affected ;  in  fact,  after  two  years  of 
hard  times,  onlj^  six  of  the  fifty-four  banks  had  gone  out 
of  existence.  All  these  institutions,  with  the  exception  of 
the  Danville  bank,  had  redeemed  their  notes  without  loss 
to  the  holders.^^ 

In  the  report  of  the  secretary  of  the  treasury  of  the 
United  States  on  the  state  of  the  finances  for  the  year 
ending  June  30,  1860,^^  Illinois  was  at  the  bottom  of  the 
list  of  states  in  the  amount  of  specie  held  by  her  banks  in 
proportion  to  outstanding  circulation.  The  |269,585  re- 
ported by  Illinois  banks  amounted  to  but  1.25  per  cent  of 
their  note  issue,  whereas  the  average  for  the  entire  country 
was  23.08  per  cent.  In  reviewing  the  banking  situation 
as  judged  by  the  data  in  the  secretar3''s  report,  Mr.  W.  M. 
Gouge  said  of  Illinois  :^^  "In  that  state,  debt  is  piled  upon 
debt.  Funded  debt  forms  the  capital  of  banks  and  floating 
debt  the  currency.  ...  A  traveler  relates  that  tlie  redemp- 
tion of  notes  witli  specie  is  little  more  than  nominal.  But 
the  people  having  confidence  in  their  'ultimate  security'  as 
founded  on  state  stock  pass  them  freely." 

The  report  of  the  bank  commissioners  in  January, 
1859,  took  a  different  view  of  the  situation  than  Mr.  Gouge 
had  done.  They  were  of  the  opinion  that  a  system  whicli 
had  withstood  the  test  of  two  successive  jearn  of  financial 
depression  should  receive  the  stamp  of  approval  from  tlie 
public.  In  fact,  the  commissioners  were  convinced  that 
the  banks  of  the  state  "enjoy  today  a  larger  share  of  public 
confidence  than  at  any  former  period."  The  recent  experi- 
ence with  the  bonds  of  Missouri  and  other  states  whose 
credit  liad  been  badly  shaken  during  the  panic  led  the 
commissioners  to  recommend  that  Illinois  bonds  be  given 
the  preference  over  those  of  otlier  states.  They  also  asked 
that  they  be  given  authority  to  prosecute  offenders  against 

^'^Reports  of  Session,  1859,  p.  193. 

*-U.  S.,  36  Cong.,  I  Sess..  Senate,  Ex.  Doc,  no.  3,  368. 

^^Bankers  Magazine,  xiv,  7. 
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the  foreign  small  note  law,  in  view  of  the  fact  that  prose- 
cuting attorneys  did  not  take  the  act  seriously. ^^ 

Governor  Bissell  in  his  message  pronounced  the  bank- 
ing system  "in  the  main  satisfactory"  and  cited  the  fact 
that  but  six  banks  out  of  fifty-four  had  failed,  as  proof  of 
his  statement.  He  recommended  no  changes  in  the  banking 
act,  save  that  the  banks  be  compelled  to  substitute  new  bills 
for  the  mass  of  filthy  and  almost  unrecognizable  paper 
which  they  continued  to  circulate.  He  did,  however,  ex- 
press a  wish  that  the  legislature  could  prevent  citizens 
of  other  states  from  "depreciating''  Illinois  paper.  As  it 
was,  a  traveler  from  Illinois  was  compelled  to  submit  to  a 
discount  of  his  bank  notes  as  soon  as  he  crossed  the  line 
into  another  state.^"' 

A  considerable  minority  of  the  members  of  the  legisla- 
ture favored  a  bill  which  provided  for  the  establishment  of 
"specie  banks,"  entirely  independent  of  the  existing  s^^stem, 
their  idea  being  that  in  addition  to  banks  of  issue  there 
should  be  state  banks  which  made  a  specialty  of  furnishing 
eastern  exchange  at  reasonable  rates.  Most  of  the  mem- 
bers, however,  were  of  the  opinion  that  the  existing  banking 
system  had  acquitted  itself  so  well  that  it  should  be  left 
as  it  was,  so  no  banking  measures  were  passed  during  the 
1850  session.  Had  the  members  followed  the  recommenda- 
tion of  the  commissioners  in  regard  to  giving  Illinois  bonds 
tlie  preference  over  those  of  other  states,  the  break  down 
of  the  banking  system  two  years  later  would  undoubtedly 
have  been  prevented.  Illinois  was  not  only  meeting  the 
interest  on  her  indebtedness  promptly  but  had  reduced  her 
outstanding  obligations  to  eleven  millions.  IMoreover,  the 
constitution  of  1848  forbade  the  increase  of  the  state  debt 
in  time  of  peace  unless  such  action  were  first  approved  by 
a  majority  of  the  voters  at  a  general  election. ^*^  On  the 
other  hand,  a  large  part  of  the  securities  purchased  by 
newly  formed  associations  were  those  of  the  State  of  Mis- 
souri, whose  debt  already  exceeded  twenty-five  millions, 
although  she  had  a  population  of  less  than  a  million  and 

^*Rcforts  of  Scssio)!,  1859,  p.  193. 
^^Senate  Journal,  1859,  p.  23. 
**Article  iii,  Section  37. 
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was  far  behind  Illinois  in  the  extent  of  material  progress 
made.^"  The  general  sentiment  throughout  Illinois  seems 
to  have  been  that  the  banking  system  was  as  satisfactory 
as  it  could  be  made  and  that  the  general  assembly  should 
let  well  enough  alone.^^ 

The  year  1859  witnessed  a  recovery  from  the  hard 
times  of  the  preceeding  two  years,  but  one  marked  by  cau- 
tion. Legitimate  enterprises  in  Chicago  were  able  to 
obtain  plenty  of  eastern  capital  at  ten  per  cent,  but  only  the 
best  unincumbered  property  was  accepted  as  security.^^ 
However,  neither  Chicago  nor  the  rest  of  the  state  could 
be  said  to  be  prosperous,  although  they  had  learned  the 
much  needed  lesson  that  "patience,  prudence  and  economy 
are  the  most  trustworthy  roads  to  fortune,"'^'^  The  grain 
crop  of  1859  was  of  good  quality  and  brought  a  good  price 
but  it  was  not  a  very  large  one,  hence  the  condition  of  the 
eastern  exchange  market  was  little  better  than  it  had  been 
in  1857  and  1858. '^^  The  year  1860,  on  the  other  hand,  was 
the  most  prosperous  one  in  the  history  of  Illinois  agTicul- 
ture  up  to  that  time.  The  crops  of  that  year  were  unpar- 
alleled in  size  and  excellence,  while  the  extraordinary  de- 
mands on  the  part  of  European  countries  kept  up  x>rices. 
Eastern  exchange  soon  returned  to  normal  and  bank  cur- 
rency was  in  great  demand  for  crop  moving.^-  As  a  result 
the  issues  of  the  existing  banks  were  expanded  and  many 
new  associations  were  formed. ^^ 

The  natural  expansion  of  the  currency,  however,  was 
interfered  with  by  another  slump  in  the  value  of  the  Mis- 
souri bonds  which  necessitated  a  call  being  made  upon 
eighteen  of  the  banks  for  the  deposit  of  more  securities  or 
the  retirement  of  a  portion  of  their  notes. ^^  The  banks 
succeeded  in  adjusting  their  issues  to  the  amount  of  securi- 

^'Illinois  State  Journal,  January  17,  1859. 

^^Missouri  Democrat,  February  5,  1859. 

^^Bankers  Magazine,  xiii,  625. 

^'^Ihid.,  xiv,  410. 

^''■Chicago  Tribune,  January  i,  1861. 

^^Reports  of  Session  (Senate),  1861,  p.  331. 
^*Illinois  State  Journal,  February  20,  i860. 
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ties  on  deposit  but  a  number  of  the  down  state  institutions 
had  practically  suspended  specie  payment,  for  the  Chicago 
banks  Avere  protesting  down  state  issues  at  the  rate  of 
eighty  to  one  hundred  thousand  dollars  a  month  and  send- 
ing them  in  to  the  auditor  for  redemption. ^^  Many  country 
bankers,  in  fact,  purposely  allowed  their  notes  to  go  to 
protest  in  the  belief  that  it  was  less  expensive  to  sacrifice 
their  securities  than  to  keep  in  their  vaults  a  large  amount 
of  specie.'**^  To  many  of  the  down  state  bankers  the  custom 
of  the  large  Chicago  institutions  of  sending  a  messenger 
to  the  country  banks  with  a  large  amount  of  bills  for  re- 
demption was  exceedingly  anno^nng.  In  spite  of  the  act 
of  1857  which  forbade  such  a  practice,  the  Reaper's  Bank 
of  Fairfield  undertook  to  discourage  the  presentation  of 
its  notes  by  ''tiring  out"  Chicago  bank  messengers.  On 
one  occasion,  when  a  representative  of  Willard  and 
Atkins  of  Chicago  presented  for  redemption  at  the  bank's 
counter  several  packages,  each  containing  five  or  six 
hundred  dollars  Avorth  of  tlie  bank's  notes,  the  cashier  pro- 
ceeded to  redeem  the  notes  one  bA^  one  Avith  five  and  ten 
cent  pieces,  stopping  frequently  to  attend  to  other  duties. 
Finding  at  the  close  of  the  day's  business  that  but  one 
hundred  and  fifty  dollars  Avorth  of  notes  had  been  re- 
deemed, the  messenger  had  the  rest  of  the  nt^tes  protested 
for  non-payment  and  the  auditor  Avas  called  upon  to  place 
the  bank  in  liquidation.  The  officers  of  the  bank  resorted 
to  injunction  proceedings  and  the  case  was  ultinmtely  de- 
cided by  the  Illinois  supreme  court.  Here  it  was  held  that 
payment  of  notes  "on  demand"  meant  that  the  holder  is 
entitled  to  present  all  his  notes  simultaneously  and  receive 
specie  for  tliem  in  a  lump  sum.^^ 

As  tlie  Avinter  of  18()0-()1  ap])roaclied  and  the  political 
situation  in  tlie  Soutli  became  more  acute,  southern  securi- 
ties began  to  decline  and  the  ])rice  of  eastern  exchange  in 
terms   of   Illinois   currency   rose   correspondingly."'^     The 

^■'McElroy's  Reporter,  April  lo,  i860. 
^^Baiikcrs  Magazine,  xv,  411. 

^"See  Reaper's  Bank  vs.  Willard,  24  Illinois,  433.     Bankers  Magazine, 
xiv,  487. 

^^Chicago  Tribune,  January  i,  1861. 
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bank  commissioners,  upon  examining  the  securities  in  the 
hands  of  the  auditor,  found  it  necessary  to  call  upon 
twenty-two  banks  for  additional  deposits,  the  amounts  in 
the  different  cases  varying  from  |2,062  to  |51,0T0.  They 
were  granted  the  usual  forty  days  grace  in  which  to  make 
good  the  deficiency  or  retire  a  part  of  their  circulation. 
The  Chicago  bankers,  however,  were  too  concerned  over  the 
prospects  of  civil  war  to  be  willing  to  await  the  action  of 
the  delinquent  banks  and  immediately  agTeed  to  refuse 
to  receive  the  notes  of  any  of  the  banks  under  call  until 
they  had  been  restored  to  good  standing.  The  period  of 
grace  would  have  expired  January  1,  1861,  but  the  com- 
missioners, late  in  December,  extended  the  time  to  March 
20.*^^  The  holders  of  the  notes  of  these  banks  made  vigorous 
objection  to  the  commissioners'  action  on  the  ground  that 
the  notes  were  being  subjected  to  a  discount  of  fifteen  to 
twenty  per  cent,  whereas  if  the  banks  were  closed  at  once 
and  their  bonds  sold,  an  average  of  ninety-two  cents  on  the 
dollar  would  be  realized.  The  commissioners,  however, 
were  of  the  opinion  that  any  effort  to  sell  a  large  number  of 
bonds  on  the  New  York  market  would  only  result  in  a 
heavy  loss  to  the  note  holders. ^'^'^  Furthermore,  between 
November  20,  the  date  of  the  original  call,  and  December 
20,  the  date  when  the  extension  of  time  was  granted,  the 
securities  of  nearly  every  state  in  the  Union  had  depreci- 
ated to  such  an  extent  that  out  of  justice  to  the  twenty-two 
banks  under  call  it  would  have  been  necessary  to  require 
nearly  every  bank  in  the  state  to  deposit  additional 
bonds.^^i 

The  beginning  of  the  year  1861  marks  so  distinct  a 
transition  in  the  history  of  stock  banks,  that  a  review  of  the 
development  of  the  system  up  to  that  time,  and  an  analysis 
of  its  internal  workings  as  revealed  in  the  statements  issued 
by  the  state  officers  will  not  be  out  of  place  at  this  point. 

^^Reports  of  Session  (Senate),  i86i,  p.  Z22>)  HH'iois  State  Journal, 
November  20,  21,  i860. 

'^^^Reports  of  Session  (Senate),  1861,  p.  22,?>;  Illinois  State  Journal, 
December  21,  22,  i860;  St.  Louis  Democrat,  December  8,  i860. 

^^^Reports  of  Session  (Senate),  1861,  p.  2,2>2>- 
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The  system  had  been  given  a  fair  trial  for  nine  years  and 
the  oflflcers  to  whom  the  work  of  supervision  had  been 
entrusted  had  performed  their  duties  with  ability  and 
honesty.  The  note  issues  had  been  so  fully  protected  by 
state  and  federal  bonds  that  out  of  fourteen  banks  which 
had  gone  into  liquidation  the  securities  of  but  one  fell 
short  of  providing  for  the  redemption  in  full  of  all  the  out- 
standing issue.  And  yet  the  system  could  not  have  been 
pronounced  a  successful  one.  In  the  first  place,  the  notes 
were  circulated  with  a  fair  degree  of  ease  within  the  state, 
but  they  were  subjected  to  a  discount  as  soon  as  they  were 
carried  beyond  its  borders.^^^  In  the  next  place,  the  legis- 
lature failed  to  make  any  discrimination  in  favor  of  Illi- 
nois securities  and  banking  associations  bought  up  at  a 
bargain  bonds  of  unstable  value  which  failed  utterly  to 
afford  the  needed  protection  to  note  holders  when  the  Civil 
War  broke  out.^"^  Lastly,  at  no  time  during  their  exist- 
ence had  the  banks  kept  on  hand  an  adequate  supply  of 
specie  for  the  redemption  of  their  notes.  Instead  of  facili- 
tating tlie  process  of  redemption,  they  sought  to  make  it  as 
difficult  as  possible.  No  system  of  note  issue  could  be 
termed  successful  in  which  the  holders  of  notes  in  the  great 
majority  of  cases  were  compelled  to  resort  to  the  cumber- 
some process  of  protest  and  sale  of  securities  in  order  to 
exchange  them  for  specie.^^^ 

The  following  table^'^^  contains  the  aggregate  state- 
ments of  the  ninet3'-four  banks  reporting  their  condition 
to  the  bank  commissioners,  October  1, 1860,  and  the  balance 
sheets  of  (1)  a  large  Chicago  bank,  (2)  the  largest  down 
state  bank,  (3)  one  of  the  small  group  of  conservative 
country  banks,  (4)  one  of  the  more  numerous  banking 
associations  organized  solely  to  obtain  notes  and  lend  them 
through  some  third  party : 

'^'^-Champaign  Gazette,  November  28,  i860. 
'^^^Senate  Journal,  1863,  p.  22. 
''^^^Baiikers  Magazine,  xiv,  7. 

los-phg  (jj^ta  given  in  the  table  were  obtained  from  Reports  of  Session 
(Senate),  1861,  p.  376. 
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The  aggregate  ►statement  for  October  1, 1860,  shows  the 
condition  of  the  banks  wlien  the  stock  system  under  the 
stimulus  of  prosperous  times  had  attained  its  maximum 
growth.  In  addition  to  the  ninety-four  banks  from  which 
returns  were  received  there  were  eighteen  others  in  exist- 
ence at  this  time.  They  evidently  had  not  complied  with 
the  provision  of  the  act  calling  for  a  quarterly  statement 
of  their  condition.  The  fact  that  112,264,580.74  in  securi- 
ties had  been  deposited  as  a  protection  to  but  |11,010,837 
in  notes  furnished  a  safe  margin  against  the  ordinary 
fluctuations  of  the  stock  market.  More  than  half  of  this 
amount  of  securities  had  been  deposited  since  the  amend- 
ment of  1857,  hence  the  bank  making  the  deposit  received 
in  notes  but  ninet}^  per  cent  of  the  market  value  of  its 
bonds.^*^^ 

Practically  every  item  in  the  statement  reveals  the 
fact  that  but  few  of  the  banks  were  conducting  a  regular 
banking  business.  Only  fourteen  of  them  owned  even 
enough  real  estate  to  provide  a  site  for  their  place  of  busi- 
ness making  a  total  amount  of  but  $116,551.40  invested  in 
this  way.^^"  The  item,  "notes  of  other  banks,"  represents 
the  holdings  of  but  thirty-two  institutions  out  of  the  ninety- 
four,  while  but  thirty-eight  banks  reported  any  indebted- 
ness to  other  banks.  Furthermore,  but  fourteen  banks 
carried  on  a  loan  and  discount  business  of  their  own,  which 
accounts  for  the  fact  that  but  |540,876.28  of  the  nineteen 
millions  of  resources  was  used  in  this  manner.^'- ^  On  the 
other  hand,  nearly  all  the  banks  had  large  amounts  on 
deposit  with  other  banks,  this  item  alone  aggregating 
13,793,752.22.  All  these  facts  go  to  show  that  most  of  the 
stock  banks  were  mere  devices  for  obtaining  a  supply  of 
paper  money  to  use  in  connection  with  a  jirivate  banking 
business  where  the  restrictions  placed  upon  an  incorporated 
concern  could  be  avoided.  Closely  related  to  the  deposits 
in  other  banks  is  the  |1,950,244.30  due  from  banks  and 

^^'^Rc ports  of  Session  (Senate),  1859,  p.  206. 
^^'Ibid.,  1861,  pp.  376  ff. 
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individuals,  aside  from  loans  and  discounts.  A  large  part 
of  this  amount  probably  can  be  attributed  to  the  purchase 
of  bills  of  exchange  arising  from  the  sale  of  produce. ^'^'•* 

The  remainder  of  the  banks'  note  issues  were  invested 
in  bonds  which  served  as  security  for  a  further  note  issue 
and  so  on  as  long  as  the  necessity  of  redeeming  the  notes 
in  specie  could  be  avoided.  That  most  of  the  banks  had  no 
intention  of  redeeming  their  notes  in  specie  can  be  seen 
from  the  fact  that  but  sixty-one  of  them  kept  any  specie 
on  hand  at  all  and  half  of  these  had  a  thousand  dollars 
or  less.  The  |302,905.2(3  on  hand  at  the  time  of  the  report 
was  less  than  three  per  cent  of  the  outstanding  circula- 
tion/^^ not  to  mention  the  other  demand  obligations.  The 
minor  items  in  the  aggregate  statement  column  are  either 
self  explanatory  or  furnish  little  indication  as  to  their 
exact  character.^  ^^ 

In  the  second  column  is  represented  a  peculiar  bal- 
ance sheet,  that  of  the  ^larine  Bank  of  Chicago.  It  will  be 
noted  that  the  association  had  invested  but  |55,753.83  of 
its  half  a  million  dollars  of  paid  up  capital  in  stocks  and  on 
this  security  had  issued  but  |31,795  in  notes.  One  could 
conclude  from  this  much  of  the  bank's  statement  that  it 
was  carrying  on  a  discount  and  deposit  business  but  a 
glance  at  the  other  items  shows  that  this  is  not  the  case. 
Deposits  aggregate  but  |19,378.35  and  no  loans  and  dis- 
counts whatever  were  made.  By  far  the  largest  part  of  the 
bank's  funds  had  been  loaned  through  another  bank  or 
banks,  but  no  use  was  made  of  the  "endless  chain"  device  of 
securing  a  large  supply  of  bank  notes  by  using  the  exist- 
ing issue  for  the  purchase  of  more  bonds.  The  Chicago 
banks  found  other  lines  of  banking  more  profitable  than 
note  issue  under  a  restrictive  law.^^^ 

^^^Rcports  of  Session   (Senate),  1861,  pp.  376  ff. 

iioThe  banks  of  Indiana,  at  the  close  of  i860,  had  $2,296,648  in  specie 
and  but  $5,755,201  in  notes;  and  those  of  Ohio  $2,377,466  in  specie  and 
$8,143,611  in  notes.  U.  S.  Comptroller  of  the  Currency,  Report,  1876, 
p.    116. 

'^'^'^Reports  of  Session   (Senate),  1861,  pp.  Z7^  ff- 

ii^Andreas,  History  of  Chicago,  ii,  617. 
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In  marked  contrast  with  the  Marine  Bank  is  the 
largest  of  all  the  stock  banks  and  the  successor  of  the  old 
Bank  of  Illinois,  the  State  Bank  of  Shawneetown.  In 
spite  of  its  high  sounding  name,  however,  it  had  no  official 
connection  with  the  state.  It  had  invested  all  its  capital  in 
bonds,  obtained  notes  for  them  and  with  these  had  obtained 
more  bonds  as  security  for  more  notes.  The  |11,500 
charged  to  real  estate  is  of  interest  in  that  it  probably  rep- 
resents the  "present  worth"'  of  the  |80,000  structure 
erected  by  the  old  Bank  of  Illinois,  It  will  be  seen  that 
practically  all  the  rest  of  the  bank's  funds  were  loaned  out 
through  other  agencies  or  invested  in  bonds. 

The  McLean  County  Bank  is  one  of  the  very  few  stock 
banks  which  conducted  their  affairs  about  as  a  small  bank 
issue  would  do  at  the  present  time.  The  capital  stock  had 
been  invested  in  securities  and  the  full  amount  of  notes 
issued  thereon,  but  in  comparison  with  other  stock  banks,  a 
large  amount  of  discount  business  had  been  carried  on  and 
an  unusual  amount  of  deposits  received.  The  specie  reserve 
while  small  was  much  larger  than  the  average.  This  bank 
was  one  of  the  few  to  survive  the  outbreak  of  the  rebel- 
lion."=^ 

The  bank  maintained  by  Tinkham  and  Company,  pri- 
vate bankers  of  Chicago,  affords  an  example  of  the  type  of 
institution  which  was  established  in  an  out  of  the  way 
place  for  tlie  sole  purpose  of  obtaining  a  supply  of  cur- 
rency. The  incorporators  of  the  enterprise  made  no  effort 
to  carry  on  a  banking  business  at  tlie  place  mentioned  in 
the  charter  and  on  the  notes,  but  circulated  their  currency 
in  Chicago  or  some  other  distant  point  where  there  was  lit- 
tle chance  of  anyone  taking  the  trouble  to  find  the  bank's 
counter.  Tinkham  and  Couipany  liad  evidently  used  about 
$50,000  of  the  note  issue  in  connection  with  tlieir  private 
banking  business  and  had  invested  the  rest  in  bonds. 

Tlie  table  as  a  whole  shows  that  the  stock  bank  system, 
instead  of  providing  the  state  witli  adequate  and  dependable 

^'^^Rcports  of  Session   (Senate),  1863,  i,  215. 


521]  THE   FREE  BANK   SYSTEM  163 

facilities  for  all  lines  of  banking,  bad  created  a  machine 
for  the  issue  of  paper  money. 

As  the  secession  movement  advanced  and  the  prospect 
of  war  became  more  of  a  certainty,  it  was  generally  agTeed 
that  some  radical  steps  must  be  taken  to  bolster  up  the  cur- 
rency system  of  Illinois.  Governor  Yates  in  his  inaugural 
message  joined  with  the  bank  commissioners  in  recom- 
mending: (1)  the  limitation  of  the  choice  of  securities 
to  the  bonds  of  Illinois  and  the  United  States,  (2)  that 
one  or  more  cities  of  the  state  should  be  selected  as  central 
redemption  points  where,  for  a  small  fee,  the  notes  of  a 
stock  bank  could  be  exchanged  for  specie.^^^  The  Chicago 
bankers  were  especially  desirous  of  securing  the  adoption 
of  the  latter  recommendation  and  a  convention  of  bank 
presidents  and  cashiers  was  called  by  the  bankers  of  tliat 
city  to  formulate  plans  for  a  redemption  system  which 
would  obviate  the  necessity  of  sending  messengers  to  re- 
mote parts  of  the  state  to  the  counters  of  country  banks. 
The  Chicago  banks  urged  each  country  association  to  retire 
one-tenth  of  its  circulation  and  to  open  a  redemption  agency 
at  Springfield  or  Chicago.  As  compensation  to  the  down 
state  banks  for  retiring  a  portion  of  their  notes  and  selling 
the  securities  back  of  them  at  such  an  unfavorable  time,  the 
Chicago  banks  agreed  to  pay  an  extra  premium  of  five  per 
cent  for  all  New  York  sight  exchange  delivered  to  them 
by  country  banks  during  the  ten  days  following  the  making 
of  the  agreement.  As  a  hint  concerning  what  would  follow 
upon  an  unfavorable  response  to  the  proposition,  the  Chi- 
cago bankers  mentioned  the  fact  that  they  had  on  hand 
large  amounts  of  the  notes  of  down  state  banks  which  were 
likely  to  be  presented  for  redemption  at  any  time.  When 
the  convention  of  presidents  and  cashiers  met,  January, 
1861,  with  representatives  present  from  thirty-seven  banks, 
a  system  of  mutual  redemption  was  formulated,  but  the 
banks  of  themselves  could  accomplish  little  as  the  existence 


^^^Reporis  of  Session   (Senate),  1861,  pp,  21,  335. 
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of  all  except  a  few  of  them  was  threatened  by  the  probable 
secession  of  the  southern  states,^^'^ 

The  question  of  banking  reform  was  therefore  one 
with  which  the  legislature  alone  was  competent  to  deal  and 
it  responded  to  the  appeal  of  the  Chicago  bankers  by  enact- 
ing an  amendment,  February  14,  1861,  entitled  "An  act  to 
amend  the  general  banking  law  to  afford  greater  security 
to  the  public."  First  of  all,  it  was  provided  that  thereafter 
all  securities  deposited  with  the  auditor  must  be  those  of 
Illinois  or  the  United  States.  In  order  to  encourage  the 
existing  banks  to  dispose  of  their  southern  bonds,  the  act 
provided  that  if  securities  which  had  been  below  par  for 
two  years  were  exchanged  for  securities  which  had  been  at 
par  for  two  years,  notes  should  be  issued  on  the  latter  up 
to  their  full  face  value,  until  September,  1861.  After  that 
date,  tlie  usual  ten  per  cent  margin  between  notes  and 
securities  should  be  required.  Any  bank  whose  circulation 
exceeded  the  lawful  limit  was  given  sixty  days  in  which  to 
make  good  the  deficiency  in  securities.  If  at  the  end  of  that 
time  there  was  still  a  deficiency,  the  auditor  was  required 
to  place  the  bank  in  liquidation.  Before  the  passage  of  this 
act  tlie  auditor  had  been  required  to  sell  the  bonds  of  banks 
whose  notes  had  been  protested  and  to  pay  the  note  holders 
in  specie  out  of  the  proceeds.  The  present  act  provided 
that  the  auditor  should  redeem  the  notes  directly  with 
bonds  and  let  the  note  holder  dispose  of  the  bonds  as  best 
he  could. 

The  act  further  provided  for  the  adoption  of  a  central 
redemption  system.  All  banks  organized  thereafter  were 
required  .to  maintain  an  agency  in  Springfield  or  Chicago, 
while  the  older  banks  were  induced  to  do  so  by  being  offered 
a  special  thirty  day  exemption  from  being  placed  in  liqui- 
dation in  case  their  notes  were  protested.  Furthermore, 
persons  protesting  the  notes  of  any  existing  bank  which 
should  establish  an  agency  were  entitled  to  but  six  per 
cent  interest  instead  of  the  usual  twelve  per  cent  which  had 
been  paid  to  holders  of  protested  notes.    The  agency  thus 

'^'^^Illinois  State  Journal,  December  19,  i860,  January  17,  1861 ;  Bankers 
Magazine,  xiv,  581;  Chicago  Tribune,  January  i,  1861. 
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provided  for  could  be  either  a  separate  or  joint  affair  and 
was  permitted  to  cliarge  three-fourths  of  one  per  cent  com- 
mission during-  the  year  1861  and  after  that  not  more  than 
one-half  of  one  per  cent. 

In  order  to  keep  the  public  more  closely  in  touch  with 
the  banking  situation,  the  governor  and  commissioners 
were  required  to  issue  quarterly  statements  of  the  value  of 
the  securities  then  on  deposit.  Every  six  months,  the  banks 
were  required  to  give  to  the  public  a  complete  list  of  their 
stockholders  and  the  amount  of  their  respective  holdings. 
As  a  check  upon  the  excessive  issue  of  notes,  it  was  speci- 
fied that  no  bank  could  thereafter  issue  an  amount  greater 
than  three  times  the  actual  paid  up  capital.  The  minimum 
capital  requirement  was  reduced  to  twenty-five  thousand 
dollars  in  actual  cash.  Thereafter  banks  could  not  be  estab- 
lished in  any  town  containing  less  than  one  thousand  in- 
habitants, an  exception  being  made  of  county  seats.  The 
charters  of  all  banks  having  no  bona  fide  officers  or  place 
of  doing  business  were  declared  forfeited  and  lending 
through  a  third  party  was  punishable  by  forfeiture  of  all 
interest  due.  Whether  a  bank  chose  to  issue  notes  or  not, 
it  was  required  to  keep  a  minimum  bond  deposit  of  §5,000 
in  the  auditor's  office. ^^*'' 

In  addition  to  placing  the  existing  system  upon  a 
firmer  basis  so  far  as  could  be  done  without  infringing  upon 
the  rights  of  banks  already  in  operation,  the  legislature 
provided  for  the  establishment  of  a  great  central  banking 
system  entirely  distinct  from  the  stock  banks.  The  state 
bank  of  Indiana  had  met  with  such  success  and  its  paper 
bore  so  high  a  reputation  that  the  Illinois  legislature  be- 
lieved that  by  providing  a  similar  institution  the  curi'eucy 
ills  of  the  state  would  be  at  an  end.  The  new  institution 
was  to  be  called  the  Union  Bank  of  Illinois  and  v>as  to  con- 
tinue its  existence  for  twenty-five  years  after  its  charter 
had  been  approved  at  the  next  general  election.  Three 
months  after  the  ratification  of  the  act  by  the  people,  the 
bank  commissioners  were  to  divide  the  state  into  not  more 

ii^Lflci-j  of  Illinois,  1861,  pp.  39  ff. 
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than  thirty  districts,  iii  each  of  which  a  branch  bank  was  to 
be  located.  The  capital  was  not  to  exceed  ten  millions  and 
every  branch  was  to  be  held  responsible  for  the  debts  of 
the  others.  The  maximum  rate  of  interest  was  fixed  at 
seven  per  cent.  The  s^-stem  was  referred  to  as  the  "specie 
system"  of  banking  as  contrasted  with  the  "stock  system." 
The  only  safeguard  provided  for  demand  notes  was  that 
they  could  not  be  issued  in  excess  of  twice  the  amount  of 
paid  up  capital."^ 

At  the  next  general  election  in  November,  1862,  the 
bill  was  submitted  to  the  people  and  rejected  by  a  large 
vote.^^^  The  reasons  assigned  for  its  unpopularity  were: 
(1)  It  was  expected  that  the  greenbacks  would  furnish  an 
ample  supply  of  good  paper  money.  (2)  A  constitutional 
convention  was  about  to  meet  and  the  general  opinion  was 
that  the  solution  of  the  banking  question  should  be  left  to 
it.^^^  (3)  The  collapse  of  the  stock  banking  system,  about 
to  be  described,  occurred  between  the  passage  of  the  act  and 
the  date  of  its  submission  to  the  people.  As  a  consequence, 
a  strong  feeling  against  banks  was  engendered.^^*^ 

It  will  be  remembered  that  the  bank  commissioners  in 
November,  1860,  called  upon  twenty-two  of  the  one  hundred 
and  twelve  stock  banks  in  the  state  for  more  securities. 
When  the  final  date  on  wliich  the  deficiency  could  be  made 
good  arrived  (March  20),  seventeen  of  the  banks  with  an 
aggregate  circulation  of  |2,726,795  were  still  unable  to 
comply  with  the  call  and  were  placed  in  liquidation. 

Meanwhile  the  southern  states  had  one  by  one  seceded 
from  the  Union  and  their  bonds  in  the  hands  of  the  Illinois 
auditor  to  the  amount  of  |9,467,500  had  rapidly  declined  in 
value.  Missouri  bonds,  which  were  quoted  at  67  cents  on 
the  dollar  on  April  1,  by  April  17  had  fallen  to  51  cents 
and  the  prospect  of  a  recovery  daily  grew  less.  The  notes 
of  thirty-two  stock  banks  were  refused  by  the  Chicago 
bankers,  and  the  paper  of  as  many  more  banks  was  on  very 

^^''Lazvs  of  Illinois,  1861,  p.  53. 
'^^^Bankers  Magazine,  xv,  539,  554. 
'^^^Champaign  Gazette,  October  30,   i86r. 
^-^IlHnois  State  Journal,  June  26,  1861. 
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dangerous  ground.^ -^  Outside  of  Chicago,  notes  which 
were  discredited  in  that  city  were  accepted  at  fifty  cents 
on  the  dollar,  while  the  paper  of  other  banks  circulated 
about  as  usual.  The  down  state  business  men  i)rotested 
that  the  strictness  of  the  Chicago  bankers  was  merely 
making  a  bad  situation  Avorse  l\y  hastening  the  ruin  of 
the  great  majority  of  the  country  banks.^--  The  merchants 
of  Chicago  adopted  a  more  liberal  policy  toward  the  stock 
banks.  Believing  that  the  war  would  be  of  short  duration, 
they  agreed  to  take  at  par  all  Illinois  paper  not  already 
discredited  by  Chicago  bankers,^ -^  but  this  arrangement 
became  intolerable  when  New  York  exchange  reached  a 
premium  of  twenty  per  cent  and  threatened  to  go  higher. 
When  on  May  15,  Missouri  stock  had  fallen  to  35  cents  on 
the  dollar,  Tennessee  to  45  and  Virginia  to  43  and  the  col- 
lapse of  the  greater  part  of  the  stock  banks  was  bound  to 
follow,  the  Chicago  merchants  hastened  to  abrogate  their 
agreement  and  to  accept  Illinois  currency  at  what  it  would 
bring  in  New  York  exchange.^-* 

Everywhere  the  whole  issue  of  stock  notes  began  to  be 
discredited.  Merchants  refused  to  give  change  in  coin  for 
a  bank  note  and  persons  depositing  Illinois  notes  at  a 
bank  were  required  to  accept  payment  in  the  same  from 
the  bank.^-^  The  business  men  of  Springfield  voted  to 
receive  the  notes  of  only  thirty-six  banks  which  had  depos- 
ited northern  state  bonds  with  the  auditor.^^*^  As  a  result 
of  the  scarcity  of  money  a  considerable  amount  of  specie 
was  forced  out  of  hiding  places  and  into  circulation. ^^^ 

If  the  war  had  begun  in  the  autumn  of  1860  instead  of 
in  the  spring  of  1861,  the  farmers  of  the  state  would  have 
been  caught  with  an  immense  amount  of  rejected  and  depre- 

^-^Chicago  Tribune,  April  17,  1861 ;  St.  Louis  Democrat,  April  3,  i86x ; 
Champaign  Gazette,  April  10,  1861. 

'^•-St.  Louis  Democrat,  April  3,  1861 ;  Missouri  Republican,  quoted  by 
Illinois  State  Journal,  April  6,  1861. 

^-^Chicago   Tribune,  May  2,   1861. 

124/fcjrf.,  May  16,  1861. 

^-^Illinois  State  Journal,  May  16,  1861. 

i28/&t(f..  May  18,  1861. 

^^''Ibid.,  May  20,  1861. 
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ciated  currency  on  their  bands ;  but  as  it  was,  tbe  large  city 
banks  were  tbe  beavlest  losers.  At  tbe  next  session  of  tbe 
legislature  they  demanded  tbat  tbey  be  reimbursed  under 
tbe  guise  of  a  war  measure,  but  tbey  were  unsuccessful.^-^ 
Tbe  provision  of  tbe  original  banking  act,  wbicb  per- 
mitted tbe  banks  to  deposit  any  state  securities  on  wbicb  six 
per  cent  interest  was  regularly  paid,  bad  naturally  led 
banking  associations  to  purchase  tbe  less  expensive  south- 
ern securities.  It  was  this  fact  that  caused  the  almost 
complete  collapse  of  the  whole  system  of  banking  in  Illi- 
nois. Tbe  securities  of  all  tbe  states  except  a  few  in  the 
North  and  East  bad  shrunk  almost  fifty  per  cent  in  value 
within  six  months  and  desperate  efforts  were  made  by  con- 
servative business  men  to  eliminate  all  currency  based  upon 
depreciated  bonds.^-^  To  this  end  a  conference  of  down 
state  bankers  was  held,  June  4,  1861,  at  wbicb  representa- 
tives from  Springfield,  Jacksonville,  Decatur,  Alton,  Dan- 
ville, and  Carboudale  were  present.  The  conference  made 
up  a  list  of  fourteen  banks,  all  of  whose  notes  were  pro- 
tected by  the  bonds  of  northern  states,  and  agreed  to  accept 
at  par  the  notes  of  any  bank  on  the  list  and  to  reject  the 
paper  of  all  other  stock  banks.  This  action  reduced  tbe 
amount  of  paper  in  good  standing  to  |1, 076, 73-7,  whereas 
six  months  before  over  twelve  millions  was  in  circula- 
tion.^''^^  Much  of  the  depreciated  paper  continued  to  be 
used,  however,  at  what  were  known  as  merchants',  bankers', 
and  railroad  rates.  Lists  of  notes  and  their  rating  were 
publislied  in  tbe  newspapers  and  posted  in  stores  and 
railway  stations  for  tlie  guidance  of  note  bolders.^^^  Tbe 
reduction  in  the  amount  of  media  of  exchange  caused  no 
appreciable  change  in  prices  for  the  volume  of  business 
bad  diminished  to  such  aii  extent  that  it  could  easily  be 
transacted  with  the  remaining  notes  of  Illinois  banks  and 
those  of  Indiana  and  Ohio  banks.^^^ 

''■-^Journal  of  Constitutional  Convention,  1862,  February  6,  1862. 

^-^Chicago  Tribune,  May  23,  1861. 

'^^^Illinois  State  Journal,  June  5,  1861. 

^^^See  Chicago,  Springfield  and  other  local  newspapers  for  lists. 

^^-Chicago  Tribune,  May  30,  1861. 
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In  order  to  assist  note  holders  in  disposing  of  their 
notes,  firms  like  Tinkham  and  Company  and  the  Ridgely 
Bank  in  Springfield  established  agencies  for  the  conver- 
sion of  rejected  notes  into  bonds  and  then  into  New  York 
exchange.  For  a  few  weeks  these  firms  along  with  scores 
of  individual  note  holders,  poured  the  notes  into  the  office 
of  the  state  auditor  at  the  rate  of  |100,000  a  day ;  in  fact, 
that  official  was  compelled  to  close  his  office  for  a  time 
until  the  accumulation  of  notes  could  be  counted,  can- 
celled and  burned.^ ^^ 

In  the  meantime,  the  bank  commissioners  were  trying 
to  secure  additional  bond  deposits  from  a  large  part  of  the 
banks,  but  were  meeting  with  no  success.  On  May  24, 
twenty-three  of  these  were  added  to  the  delinquent  list.  The 
remaining  seventeen  were  left  undisturbed  because  their 
notes  were  backed  by  bonds  of  northern  states  and  those  of 
the  United  States,  the  latter,  however,  being  worth  but 
eighty-five  cents  on  the  dollar.  The  banks  were  compelled 
to  agree  to  establish  central  redemption  agencies  in  return 
for  their  being  exempted  from  call,  the  advantage  to  them 
of  such  exemption  being  that  in  case  their  notes  depreci- 
ated greatly  they  could  buy  them  up  at  a  gi'eat  discount  and 
present  them  to  the  auditor  for  redemption  in  bonds,  dollar 
for  dollar.  On  the  other  liaud,  if  their  notes  were  under 
protest  the  note  holder  had  a  prior  lien  not  only  on  all  the 
bank's  assets  but  also  upon  the  stockholders  up  to  an 
amount  equal  to  their  respective  holdings.^ ^^ 

The  rapid  disappearance  of  Illinois  notes  from  the 
channels  of  trade  placed  business  upon  a  specie  basis  and 
tlie  few  banks  which  remained  paid  out  no  more  local  cur- 
rency at  their  counters.  The  notes  of  the  small  group  of 
banks  in  good  standing  were  accepted  at  the  rate  of  ninety 
cents  on  tlie  dollar,  while  all  the  rest  were  refused.  Chicago 
had  been  rated  as  a  "dear  market''  so  long  as  business  was 
transacted  on  a  paper  basis,  but  now  the  wholesale  houses 
of  this  city  were  enabled  to  compete  on  equal  terms  with 
those  of  other  cities.^  ^^ 

i^^Commissioners'  report  in  Illinois  State  Journal,  June  20,  1861. 
^^^Bankers  Magasine,  xv,  947. 
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A  comparison  of  the  auditor's  report  for  October,  1861, 
with  those  of  July  and  April  of  the  same  year  shows  the 
rapid  progress  made  by  that  officer  in  retiring  and  destroy- 
ing the  stock  bank  notes  sent  in  for  redemption.  On  April 
1,  111,107,600  was  outstanding.  By  July  1,  this  amount 
had  been  reduced  to  |7,294,855  and  by  October  1,  to 
$3,507,686.^""^  As  the  notes  were  presented  to  him,  the 
auditor  calculated  the  ratio  which  they  bore  to  the  total  out- 
standing issue  of  the  bank  in  question,  and  paid  to  the  note 
holder  the  same  proportion  of  that  bank's  securities.  For 
instance,  during  the  month  of  October,  1861,  there  were 
presented  notes  with  a  par  value  of  |279,089,  but  the  hold- 
ers received  bonds  worth  only  |160,419.80,  these  amounts 
having  the  same  relation  to  the  total  amount  of  the  bank's 
laotes  and  bonds  respectively. 

It  is  impossible  to  estimate  the  total  loss  incurred  by 
bank  creditors  through  the  collapse  of  the  stock  banks 
in  1861  for  the  reason  that  many  persons  sold  their  bonds 
or  notes  to  brokers  at  a  great  sacrifice,  while  others  were 
in  a  position  to  hold  their  bonds  until  the  credit  of  states 
like  Missouri,  for  example,  recovered  from  the  effects  of 
reckless  finance  and  the  depression  which  accompanied  the 
Avar.  If  the  rate  at  which  the  note  holders  were  reimbursed 
by  the  auditor  could  be  taken  as  a  criterion,  the  loss  could 
be  placed  at  about  forty-four  per  cent  but,  as  has  been 
shown,  large  numbers  of  persons  submitted  to  a  second 
heavy  discount  at  tlie  hands  of  brokers,^^'  the  amount  of 
which  it  is  not  possible  to  estimate. 

By  the  middle  of  November  l)ut  |1, 766,000  worth  of 
securities  remained  in  the  auditor's  liands,  |1,221,000  of 
wliicli  were  tlie  bonds  of  Illinois.  Two  of  the  seventeen 
solvent  banks  had  been  called  upon  for  additional  securi- 
ties, leaving  but  fifteen  in  unquestionable  standing.  The 
latter  group  had  an  outstanding  circulation  of  but  |501,346, 
secured   by  |600,000   worth   of  bonds,   |511,317   of   them 

"sAuditor's  report,  in  Illinois  State  Journal,  July  2,  October  10.  1861. 
^^'Illinois   State   Journal,   November   6.    1861  ;   Message   of   Governor 
Yates,  Senate  Journal,  1863,  p.  24,  or  Reports  of  Session,  1863.  p.  no. 
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being  various  Illinois  securities.  On  January  1,  1862,  the 
auditor  reported  that  the  notes  of  but  three  of  the  fifteen 
banks  were  received  at  par,  the  rest  being  subjected  to  a 
discount  of  thirty  to  forty  cents,  although  their  securities 
were  quite  as  ample  and  of  as  good  standing.  The  reason 
for  the  discrimination  lay  in  the  fact  that  the  three  banks 
in  question  had  lived  up  to  their  agreement  and  had  estab- 
lished agencies  in  Chicago  where  their  paper  could  be 
redeemed  in  specie  at  a  cost  of  but  three-fourths  of  one 
per  cent.  Thirty-six  of  the  stock  banks  had  been  in  the 
hands  of  receivers  for  some  time.  The  auditor,  on  behalf 
of  the  note  holders,  was  entitled  to  a  prior  lien  upon  the 
proceeds  obtained  from  the  sale  of  the  assets  of  these  banks, 
but  in  January,  1862,  he  reported  that  he  had  not  yet  re- 
ceived a  dollar  from  this  source.  On  that  date,  the  auditor 
was  still  engaged  in  exchanging  bonds  for  the  notes  of 
fifty-seven  banks.^^^ 

The  legislature  in  1859  had  provided  that  a  refer- 
endum be  taken  at  the  general  election  of  1860  on  the  ques- 
tion of  calling  a  convention  to  frame  a  new  constitution. 
The  proposition  received  the  sanction  of  the  voters  and  the 
convention  met  in  Springfield  in  January,  1862.  The  events 
of  the  preceding  year  had  revived  the  old  hostility  toward 
banks  to  such  a  degree  that  an  article  was  inserted  in  the 
new  constitution  prohibiting  absolutely  the  incorporation 
of  any  institution  with  banking  powers.  Although  the 
convention  was  not  able  to  deprive  the  few  remaining 
banks  of  their  right  to  exist,  it  provided  that  they  should  at 
once  restrict  their  issues  to  notes  of  not  less  than  ten  dol- 
lars in  denomination.  In  1864  the  minimum  was  to  be 
raised  to  twenty  dollars,  and  in  1866  note  issue  was  to 
cease  entirely. 

In  their  "address  to  the  people"  the  members  of  tlie 
convention  assigned  the  following  reasons  for  their  action  : 
(1)  The  advocates  of  stock  banking  liad  led  the  public  to 
believe  that  local  bank  paper  was  needed  in  addition  to  the 

''■^^Proceedings  of  Constitutional  Convention,  1862,  pp.  65,  85 ;  Report 
of  Auditor,  in  Bankers  Magazine,  xvi,  650;  Chicago  Board  of  Trade  Re- 
ports,  1861,  p.  63. 
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existing  supply  of  metallic  money  in  the  state,  but  the 
paper  had  merely  driven  out  a  like  amount  of  specie. 
(2)  The  system  had  broken  dovi-n  completely  and  might 
as  well  be  abolished.  (3)  Gold  and  silver,  together  with 
the  new  United  States  notes,  Avould  furnish  a  plentiful  and 
dependable  method  of  exchange.  (4)  Patriotic  devotion  to 
the  cause  of  the  Union  demanded  that  all  local  bank  paper 
be  retired  so  as  to  give  the  United  States  a  clear  field  for 
the  circulation  of  its  notes.^^^  The  article  dealing  with 
banks  was  sumbitted  to  the  people  separately  and  was  re- 
ceived with  less  disfavor  than  was  the  main  body  of  the 
constitution,  the  banking  article  being  rejected  by  3,801 
votes  and  the  whole  constitution  hj  over  16,000  votes. 

In  his  report  of  July  1,  18C2,  the  auditor  stated  that 
there  were  then  seventeen  banks  in  operation  with  a  circu- 
lation of  |511,28r>  secured  by  Illinois  and  United  States 
bonds  to  tlie  amount  of  -f574,532.  He  was  still  engaged  in 
exchanging  the  securities  of  defunct  banks  for  their 
notes.^^*^  Within  the  next  six  months,  five  new  banks  were 
started  under  the  general  law  as  amended  in  February, 
1861,  and  the  circulation  was  thereby  increased  to  |566,133, 
as  compared  with  $12,320,694,  the  amount  reported  by  the 
auditor  to  the  preceding  general  assembly.^ ^^ 

The  bank  commissioners  now  made  a  last  desperate 
effort  to  rid  the  state  of  foreign  small  notes.  They  issued 
notices  lo  prosecuting  attorneys  to  the  effect  that  the 
law  must  n(»t  be  regarded  as  a  dead  letter,  and  visited 
certain  counties  in  order  to  secure  evidence  against  vio- 
lators. In  rinistian  County,  for  example,  they  secured 
the  indictment  of  seventeen  persons  for  passing  the  one, 

'i-^^Proceedings  of  the  Constitutional  Convention,  1862,  p.  1049. 
i'*°Classi{ying  the  banks  bj'  value  of  securities,  we  find  the  notes  of 

38  banks  were  redeemed  at  50-60C 

25  banks  were  redeemed  at  61 -70c 

II  banks  were  redeemed  at  71-80C 
8  banks  were  redeemed  at  81 -90c 

3  banks  were  redeemed  at  90-95C 

4  banks  were  redeemed  at  par 

Illinois  State  Journal,  July  7,  1862. 
^^'^Rcports  of  Session  (Senate),  1863,  p.  no. 
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two  and  three  dollar  bills  of  banks  outside  of  Illinois.  They 
soon  found,  however,  that  such  a  move  was  entirely  un- 
supported by  public  sentiment  and  their  efforts  to  enforce 
the  act  came  to  an  end.^^- 

There  is  little  doubt  but  that  the  stock  banking  system 
as  amended  in  1861  would  have  made  a  favorable  showing- 
had  it  had  a  fair  trial.  The  restriction  of  securities  to  those 
of  Illinois  and  the  United  States,  the  limitation  of  note 
issue  and  the  redemption  agency  requirement  remedied  the 
fatal  defects  in  the  system.  However,  the  large  volume  of 
United  States  notes,  followed  shortly  after  by  the  notes  of 
the  national  banks,  prevented  a  satisfactory  demonstration 
of  the  merits  of  the  revised  banking  system  before  it  went 
out  of  existence.  In  1865  the  legislature  abolished  the 
office  of  bank  commissioner  and  entrusted  the  supervision 
of  the  banks  to  the  auditor  and  treasurer.^  ^'^  At  that  time 
there  remained  twenty-three  stock  banks  with  a  circulation 
of  1199,364,  based  upon  Illinois  six  per  cent  bonds  valued 
at  1252,684.17.  August  1,  1866,  the  ten  per  cent  federal 
tax  upon  state  bank  notes  became  effective  and  resulted  in 
the  retirement  of  all  but  |35,046  by  November  30  of  that 
year.^^^ 

In  1867  tlie  legislature  authorized  the  existing  stock 
banks  to  retire  their  notes,  reduce  their  capital  stock  to  five 
thousand  dollars  and  continue  their  banking  activities 
other  than  note  issue.  It  was  provided  that  thereafter  "no 
more  banks  with  power  to  issue  notes  .  .  .  shall  be  organ- 
ized."^ ^^  The  last  official  trace  of  the  old  stock  banking 
system  is  found  in  tlie  report  of  the  auditor  for  1869  in 
which  he  informed  the  legislature  that  he  had  in  his  pos- 
session 1631  in  greenbacks  as  security  for  |531  worth  of 
bank  notes  still  outstanding.^^*' 

^^-Illinois  State  Journal,  December  4,   1862;  Bankers  Magazine,  xvii, 
241. 

^*^ Lazes  of  Illinois,  1865,  p.  20. 

^**Reports  of  Session  (Senate),  1867,  p.  iiS- 

^*^Lazi>s  of  Illinois,  1867,  p.  49- 

^^^Reports  of  Session  (Senate),  1869,  p.  324. 
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ct  seq.;  measures  for  winding  up  affairs,  37,  46,  47,  51,  52,  53!  loss  to 
state  due  to  operations,  40  et  seq.,  57 ;  attitude  of  Governor  Edwards, 
43  et  seq.,  47 ;  attitude  of  Governor  Coles,  35 ;  attitude  of  Governor 
Reynolds,  48  et  seq.;  the  Wiggins  loan,  50;  analysis  of  statement,  55. 

Second  State  Bank  (1835-1843),  conditions  responsible  for  establishment, 
60;  provisions  of  charter,  61  et  seq.;  branches,  67,  95,  103;  officers,  67; 
subscription  to  stock,  65 ;  struggle  for  control.  66 ;  business  methods, 
67  et  seq.,  90  et  seq..  105  et  seq.;  note  issues.  62.  63,  71,  86,  95,  loi,  103; 
efforts  to  obtain  federal  deposits,  72  ct  seq.,  87 ;  made  part  of  internal 
improvement  system,  78;  dividends,  79;  increase  of  capital  stock,  79; 
investigations  by  legislature,  81,  89,  93;  suspension  of  specie  payments, 
83,  87,  88,  100;  resumption  of  specie  payments,  85,  98;  operations  in 
Alton,  90;  connection  with  speculation,  90  et  seq.;  mismanagement  of 
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directors,  loi,  103;  cessation  of  activities,  104,  109;  analysis  of  state- 
ment, 105  ct  seq.;  liquidation  act,  115;  progress  of  liquidation,  117, 
120  et  seq. 

Union  bank,  effort  to  establish,  165. 

Whig  party,  attitude  toward  banks,  61,  85,  102,  112,  132,  135. 

Whitney,  Reuben,  relations  with  the  second  state  bank,  74  et  seq. 

Wiggins,  Samuel,  loan,  50,  51,  71  ;  relations  with  the  second  state  bank, 
66,  71,  76,  89. 

Wisconsin  Marine  and  Fire  Insurance  Company,  note  issues,  131. 

Yates,  Governor,  recommendations  as  to  free  bank  system,  163. 
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